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Olan Indochina Refugee Conference 
W06 10131288 Beijing XINHUA in English 
0151 GMT 6 Oct 


Text] Geneva, October 5 (XINHUA)—China backs the 
dea of holding an international conference to seek a 
comprehensive and durable solution to the Indo-Chinese 
refugee problem, according to a senior Chinese official. 


In a speech Tuesday [4 October] to the executive com- 
mittee of the United Nations High Commission for 
Refugees [UNHCR], China's permanent representative 
to the United Nations office in Geneva, Qian Jiadong, 
said that China supports the conference proposal put 
forward by the Association of Southeast Asian Nations. 


Qian told the committee that numbers of fleeing ‘ ‘et- 
namese refugees had reached a five-year high. 


He said that a Vietnamese troop withdrawal from Kam- 
puchea was the only solution to the problem. 


He urged Vietnam to stop “creating refugees” and to 
remove the refugee burden from Southeast Asian coun- 
tries and the entire international community. 


China has received and helped settle 280,000 Indo- 
Chinese refugees, for which “we have expended a con- 
siderable amount of material and human resources and 
encountered many difficulties,’ Qian said. 


‘Roundup’ Views UN Discussion on Disarmament 
OW0610192988 Beijing XINHUA in English 
1840 GMT 6 Oct 88 


{“Round-up: U.N. Assembly Discusses Disarmament 
Issues (by Wang Xianpeng)”—XINHUA headline] 


[Text] United Nations, October 6 (XINHUA)—Disar- 
mament is an issue that is very much on the minds of the 
delegations to the 43rd session of the U.N. General 
Assembly. While noting the progress made thus far, they 
point out that the world still has a long way to go toward 
a genuine and complete disarmament. 


Most speakers welcomed the IN* treaty signed last 
December between the United States and the Soviet 
Union eliminating their intermediate and shorter range 
missiles. They agree this is a step forward. 


Robert G. Mugabe, president of Zimbabwe and chair- 
man of the Non-Aligned Movement, expressed the sen- 
timents of many when he said the treaty only affected 4 
percent of the superpowers’ nuclear arsenals, while “the 
remaining 96 percent, constantly being modernized and 
made more accurate, lethal and usable, are still with us.” 


INTERNATIONAL AFFAIRS ; 


Costa Rican Foreign Minister Rodrigo Madrigal Nicto 
alerted the assembly to the fact that the world spends 
more than 136 billion U.S. dollars on arms in any 
12-hour period, while in the same 12 hours, more than 
14,000 children die for lack of food or medical care. 
This, he said, is “a source of shame.” 


Even though most delegates stressed the importance of 
disarmament, they offered few concrete proposals. It was 
the militarily-significant powers that presented some 
specific ideas in pursuance of their own strategic inter- 
ests. 


U.S. President Ronald Reagan played up the potential 
for “space-t sed defensive systems”. He told the assem- 
bly that recent briefings he received from research 
departments indicated that “progress towards such sys- 
tems might be more rapid and less costly than had been 
thought of at first.” 


He reaffirmed the U.S. commitment to the strategic 
defense initiative—his pet project first proposed in 
March 1983, and his offer to share the benefits of 
strategic defence with others. 


Both the United States and the Soviet Union talked 
about the danger of proliferation of ballistic missiles. 
However, observers here note most of the proliferations 
were the results of the arms sales by these two biggest 
arms merchants. 


Soviet foreign minister further proposed setting up a 
U.N. register of conventional arms sales and transfers. 
The Soviet Union, he said, is ready to take part in 
developing the parameters of such a register. French 
President Francois Mitterrand emphasized the priority 
for reducing conventional armaments which, he said, 
were equally stockpiled in Europe, but “to the disadvan- 
tage of the West.” 


He hoped the 35 participants in the Confere: e on 
Security and Cooperation in Europe v ould take |p the 
substance of the negotiations as soon as possio! 


France also joined forces with the United Staies in 
calling for a conference of the ! 10 signatories of the 1925 
Geneva protocol banning chemical weapons. France is 
the depository of the accord. 


If any state is found using chemical weapons, he pro- 
posed, the world community should impose an embargo 
“on all deliveries of products, technologies and weapons 
to that state.” 


France, he said, is ready to :ubmit a draft resolution on 
halting the proliferation and use of chemical weapons to 
the current session after consuiiations with its partner- 
s.On the role of the United Nations in disarmament 
efforts and multileral negotiations, more consensus 
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seems emerging. The United States, which previously 
tried to play down the U.N. role, acknowledged for the 
first time that the world organization has a “vital role" to 


play. 


President Reagan noted in his speech that in most of the 
disarmament areas, there was not only progress but also 
the potential for an increasingly vital role for multilateral 
efforts and institutions like the United Nations. 


This represents a shift of position by the United States. It 
was because of the rigid positions of the United States 
and some other countries on these questions that the 
third special session on disarmament held last June 
failed to achieve any specific results. 


Many delegates ex Optimism that the current 
session could give impetus to bilateral as well as 
multilateral disarmament negotiations. They hope the 
current session can adopt some of the measures already 


agreed upon at the special session. 
Ding Y Addresses UN on World Economy 
OW06 10201388 Beijing XINHUA in English 


1915 GMT 6 Oct 88 


[Text] United Nations, October 6 (XINHUA)—Chinese 
Ambassador Ding Yuanhong said at a U.N. meeting 
today that the overall picture of today’s world economy 
reveals some encouraging factors as well as quite a few 
disturbing problems. 


On the plus side of the overall picture is the maintenance 
of a “low growth rate” by the world economy, Ding said 
in a general debate at the General Assembly's second 
committee, he cited in this respect such signs as the 
economic [word indistinct] recovery in developed coun- 
tries, a rapid increase of world trade, a fast pace of 
growth of some developing economies, and some results 
in international coordination among the major industri- 
alized countries. “Nevertheless,” the Chinese ambassa- 
dor pointed out, “all these are not enough to put people 
at ease when they look at the prospects of the world 
economy.” He drew attention to instaices on the minus 
side of the picture including the continued unstable and 
unbalanced development of the world economy and the 
serious imbalances among major developed countries in 
finance, trade and external payments. 


He went on to say that “‘it is particularly disturbing that 
the developing countries as a whole remain confronted 
with mounting economic difficulties” as a result of low 
commodity prices, rising protectionism, heavier debt 
burden and reduced financial inflows. 


The economy of quite a few developing countries is at a 
standstill, with their per-capita income dropping, and 
the gap between the north and the south has been further 
widened, he said. 


INTERNATIONAL AFFAIRS 


The ambassador stressed that it is incumbent upon the 
international community to take positive steps to help 
remove the destabilizing elements in the world economy, 
and to assist the developing countries in their economic 
recovery by tiding over present difficulties. 


Ding Yuanhong expressed support for the proposal 
made by the Group of 77 for a special session of the U.N. 
General Assembly on economic issues as well as the 
initiative by the U.N. secretary general on the convoca- 
tion of a Cancun-type summit meeting, in order to bring 
economic development and common prosperity to both 
developing and developed countries in the next decade. 


Indonesian UN Talk Stresses Cambodian Settlement 
OW0610202788 Beijing XINHUA in English 
1902 GMT 6 Oct 88 


[Text] United Nations, October 6 (XINHUA)—Indone- 
sia today reiterated the necessity of pursuing regional 
efforts to seek a political settlement in Kampuchea 
before an international conference to this end. 


Addressing the annual session of the U.N. General 
Assembly, Indonesian Foreign Minister Ali Alatas said 
regional informal discussions on the Kampuchean prob- 
lem before formal negotiations in the context of an 
international conference would be “pertinent and 
prudent.” 


Indonesia, one of the six members of the Association of 
South East Asian Nations (ASEAN), has been the main 
architect of the Jakarta informal meeting last July 
between the four Kampuchean factions and Vietnam 
and played a very active role in solving the Kampuchean 
probiem, which emerged as a result of the Vietnemese 
invasion of Kampuchea in 1978. 


Vietnam has maintained more than 120,000 military 
troops in Kampuchea, backing a Hanoi-installed regime 
in Phnom Penh and fighting a three-pariy resistance 
forces led by Prince Norodom Sihanouk. 


Alatas, who used to be his country’s ambassador to the 
United Nations, said that Indonesia and ASEAN believe 
that a comprehensive solution to the Kampuchean prob- 
lem, especially in its “‘extra-regional aspects,” can only 
be achieved through an interntional conference partici- 
pated in by the parties directly concerned. 


However, he said, to make an international conference 
on Kampuchea a success, “adequate substantive prepa- 
rations should precede the convening of such a confer- 
ence.” 


He told the General Assembly that a working group set 
up at the July Jakarta informal meeting is now working 
on specific aspects of a political solution to the Kampu- 
chean problem and is expected to complete its work by 
December 1988. 


will be 
attended by the ASEAN countries. 
An international conference on Femgaates, with the 
participation of memb:s of the U.N. ity Council, 


gested during her visit to Thailand that the Kampuchean 
re by the five members of 
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ext] United Nations, October 5 yy! 
» Prime minister of the coalition government of 
Kampuchea, said here today that a national 
reconciliation in Kampuchea could not be realized if 
Vietnamese troops still occupy the country. 


tional supervision and with a precise timetable. [sen- 
tence as received] 


The regime in Phnom Penh installed by Vietnam and 
Democratic Kampuchea, now recognized by the interna- 
tional community, should be dissolved in order to form 
a quadripartite provisional government of national rec- 
onciliation, he went on. 

He called for the establishment of an international force 
in Kampuchea to maintain the peace and security in the 
country. 


He also suggested a general and free election in Kampu- 
chea under international supervision. 


He stressed that the quadripartite provisional govern- 
ment of national reconciliation must be formed on a new 
basis, and should not accept as its basis the pro-Viet- 
namese regime in Phnom Penh. 


He said that in order to facilitate the formation of a 
provisional quadripartite government of national recon- 
ciliation, he has proposed to the other parts of his 
government the changes of name, flag and national 
anthem of Democratic Kampuchea. 


INTERNATIONAL AFFAIRS 
Prince Norodom Sihanouk has agreed in principle to his 
proposal, he said. 


The three-party coalition government, apart from Son 
also includes Sihanouk faction and Khmer 


USSR Dreps Demand Conventional Talks 
OW06 10190288 Beijing XINHUA in English 
0824 GMT 6 Oct 


ext] Washington, October 5 (XINHUA)—The Soviet 

nion has dropped a demand of fighter exemption, 
considered as a roadblock to the opening of negotiations 
between NATO and the Warsaw Pact on conventional 
arms reduction. 


U.S. Administration officials said today that the Krem- 
lin withdrew the demand when Foreign Minister Eduard 
Shevardnadze met with |'.S. secretary of State George 
Shultz in New York las: veek. The Soviet Union had 
demanded the exclusio ‘ military aircraft from the 
conventional arms talks .. [-urope. 


The Soviet move is seen as aa important procedural step 
toward preparing the “mandate.” or guidelines for the 
new talks. 


It means that the two sides have basically agreed on the 
weapons to be discussed. although they do not agree that 
there should necessanly be limits on all conventional 
weapons. 


Administration officials said that the West is prepared to 
discuss Soviet proposals to reduce aircraft, but is 
opposed to limiting planes as part of an initial agreement 
to cut conventional arms. 


The West wants to concentrate, in the first phase of the 
talks, on reducing tanks and artillery, where the Soviet 
Union has a significant advantage. 


The two sides also differ on the territory that would be 
covered in the talks. The West wants to exclude Turkish 
forces inside Turkish territory and include Soviet forces 
in the Caucasus, but the Soviets reject the inclusion of 
the Caucasus if some Turkish territory is excluded. 


Despite those disagreements between the two sides, both 
U.S. Presidemt Ronald Reagan and Shultz have 
expressed optimism that the talks would open by the end 
of the year. 


F Journalists Visit Soviet Missile Base 
OW06 10200488 Beijing XINHUA in English 
1913 GMT 6 Oct 88 


[Text] Moscow, October 6 (XINHUA)—About 40 for- 
eign and Soviet journalists visited an inter-continental 
ballistic missile [ICBM] base located 250 kilometers 
north of Moscow today. 
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Journalists from 13 countries, including the United 
States, Great Britain, France and Japan, inspected two 
silos, one of which contained an inter-continental ballis- 
oe pee, RS-10, the official Soviet news agency TASS 
said. 


The missile, known in the West as SS-11, roughly corre- 
sponds by its tactical and technical properties to the U'S. 
Minuteman-2 missile. 


Soviet Major General Ivan Berskov told the journalists 
that the missile was on combat and had a fully 
po ty Ay quoted the army 

ial as that the range and yield of its missile 
were “sufficient for hitting any target around the world." 
The Soviet Defense Ministry invited the journalists to 
the base for the first time and the measure should be seen 


Some observers here hold the Soviet measure is aimed at 
promoting Soviet - U.S. talks on 50 percent cut in 


strategic nuclear arms. 

Soviets To Consider Removing Kola Nuclear Arms 
OW06 10220588 ing XINHUA in English 

0820 GMT 6 Oct 


[Text] Helsinki, October 5 (XINHUA)—A member of 
inland’s Parliament says the Soviet Union will discuss 


Social Democratic Party, said here today the Soviets 
ma 


Philippine President on Bases Review 
OW06 10221888 Beijing XINHUA in English 
1155 GMT 6 Oct 


successful conclusion of the U.S. military bases talks 
between the Philippines and the United States. 


INTERNATIONAL AFFAIRS 


The president told reporters that she got a call this 
morning from Manglapus who is in Washington holding 
talks with U.S. Government officials on the bases issue 
and he “sounded very optimistic and confident” of a 
successful conclusion of the talks. 


She noted that Manglapus will come back next week. 


The President met visiting U.S. Undersecretary of State 
Michael Armacost who arrived here yesterday for - 
three-day visit. Armacost said after the meeting that he 
hoped the talks on the military bases nt between 
the two countries would be finished this month. 


The ongoing talks on the 1947 U.S.-Philippines Military 
Base Agreement, which expires in 1991, started here in 
early April this year between the two countries. 


The talks have been deadlocked on the issue of compen- 
— for the use of the Clark Air Base and Subic Naval 


The Philippines is seeking |.2 billion U.S. dollars a year 
as compensation for the use of the bases for the remain- 
ing two years of the Bases Agreement. But U.S. officials, 
led by State Secretary George Shultz, have reacted neg- 
atively to the demand, saying that the Philippine Gov- 
ernment was “pricing itself too high.” 


U.S. Joint Chiefs Cited on SRV Relations 
OW0710012788 Beijing XINHUA in English 
130° GMT 6 Oct 88 


[Text] Bangkok, October 6 (XINHUA)—Admiral Wil- 
liam J. Crowe, chairman of the U.S. Joint Chiefs of Staff, 
said here today that his country will not improve its 
rela‘ions with Vietnam “until they (the Vietnamese) 
have withdrawn from Cambodia (Kampuchea).” 


Crowe told a press conference at the end of his visit to 
Thailand that the other problem for the improvement of 
bilateral relations between the U.S. and Vietnam is the 
issue of prisoners of war (POW) and Americans missing 
in action (MIA) in the Vietnam war. 


On the recent announcement of Vietnamese troop with- 
drawal from Kampuchea, he said, “I don’t know exactly 
what Vietnam is going to do.” 


Admiral Crowe said that the U.S. believes Vietnam 
should withdraw from Kampuchea. “We have encour- 
aged them to do that in every way that are available to 
us,” he added. 


The chairman of the U.S. Joint Chiefs of Staff arrived 
here on October 4 and has had discussions with Thai 
Government officials and military leaders. 
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He said, “we support Thai policy of isolating Vietnam 
both economically and politically until it withdraws 
from Cambodia.” “I don't see any change ir tha! »olicy” 
and the U.S. will continue to support that pc cy, he 
stated. 


United States & Canada 


U.S. Vice Presidential Debate Reviewed 
OW06 10181988 Beijing XINHUA in English 
0829 GMT 6 Oct 88 


[Text] Washington, October 5 (XINHUA)—U:S. Repub- 
lican vice presidential candidate Dan Quayle defended 
his qualifications while his Democratic rival Lloyd Bent- 
sen stressed his own experience in their face-to-face 
televised debate tonight. 


Facing 7,000 people in the civic auditorium of Omaha, 
Nebraska, and millions of television viewers nationwide, 
both candidates were asked to answer some tough ques- 
tions and both attacked each other. 


Quayle, 41, was repeatedly questioned about his qualifi- 
cation to become president in case of emergency. His 
credentials have been questioned since he was selected 
by George Bush, and he has been challenged not only by 
Democrats but also by members of his own Republican 


party. 


Quayle said there were three crucial areas of government 
the candidates should be judged upon—defense, jobs 
and education, and the budget deficit. 


He said on each one of those he has “‘more experience 
than does the governor of Massachusetts (Democratic 
presidential candidate Michael Dukakis). Now a sena- 
tor from Indiana, Quayle said his i2 years in Congress is 
the best experience to be qualified to lead the country. 


However, Quayle dodged an answer on a question of 
whether he used his family’s influence to join the 
National Guard to avoid being drafted into the Vietnam 
war. 


He was also asked to release records of his school grades 
which were said to be poor. He admitted having been an 
average student in college, but he stressed his success in 
his career as congressman and a senator. 


Senator Bentsen faced fewer inquiries about his qualifi- 
cations and his toughest question was about having 
attempted to establish a 10,000-dollar-a-plate breakfast 
fund-raising club. 


Bentsen, 67, admitte? that he did organize the club but 
soon disbanded it. ‘ .ough he argued that there was 
nothing illegal about .ne club, he conceded that “I don’t 
make many mistakes, but that one was a real doozy.” 
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Quayle called Bentsen the “No. | receiver of political 
action money"—funds contributed by special interest 
groups—and Bentsen seized the chance to call for 
reforms in campaign finance laws and said Quayle in 
“vote after vote” had opposed such measures. 


He also accused Quayle of making patriotic speeches 
while voting against legislation to help veterans. 


The dramatic highlight of the debate occurred while 
Quayle was comparing his qualifications to those of 
President John Kennedy. Bentsen interrupted, saying: ‘'l 
served with Jack Kennedy. Jack Kennedy was a friend of 
mine. You're no Jack Kennedy.” 


Bentsen also charged that Reagan administration trade 
policies had made the United States the world’s largest 
debtor nation, and said Quayle had voted eight times to 
cut social security benefits. 


Quayle responded by calling Dukakis the “most liberal” 
governor in the nation who, rather than cutting Massa- 
chusetts taxes, had earned his state the nickname of 
“Taxachusetts.” 


Both men seemed to be in good control of themselves, 
which relieved Bush supporters who worried that a slip 
by Quayle would hurt their campaign. 


Bush and Dukakis are running a very close race, with 
Bush narrowly ahead in recent polls. However, Bentsen 
is regarded as an asset to Democrats, while Quayle is 
considered to be hurting the Republicans in polls. 


Air Freight t Signed With U.S. UPS 
OW 0610132388 Beijing XINHUA in English 
0815 GMT 6 Oct 88 


[Text] Beijing, October 6 (XINHUA)— China has signed 
an agreement with a U.S. company on international air 
freight. 


The agreement, between the China National Foreign 
Trade Transportation Corporation and the United Par- 
cel Service (UPS) of the United States, will bring door- 
to-door service among 40 countries and 57 Chinese 
cities. 


According to the agreement, the American company will 
handle consignments, including documents and parcels, 
weighing no more than 70 pounds. 


UPS is the world’s !argest parcel transport company. 


FBIS-CHI-88-195 


7 October 1988 

Soviet Union 
USSR Northern Viewed 
HK0610142488 Beijing SHIJIE ZHISHI 


in Chinese No 18, 16 88 p 30 


[Article by Quan Da (3123 1129): “The USSR’s New 
Considerations of Its Strategy Toward Northern 


Europe”) 


[Text] Northern Europe is one of the richest and most 
tranquil regions in the world. It occupies a very impor- 
tant strategic position. That is why it has always been a 
place under U.S.-USSR contention. The Soviet Baltic 


between Greenland, Neelam, and 
Union has attached great importance to to this ¢+- 
because it is its life line on the sea. When carrying out his 
new thinking and new strategy on foreign affairs, Gor- 
bachev will certainly not forget this region. 


Six-Point Proposal Following the Vladivostok Speech 
{subhead] 


On | October last year, while inspecting a northern 
military base in Murmansk, Gorbachev made an impor- 
tant speech on the situation <nd security in northern 
areas. In this speech, he put forth a six-point proposal, 
including establishing a nuclear-free zone in northern 
Europe, reducing military activities in that area, 
strengthening economic cooperation with north Euro- 
pean countries, and peacefully exploiting natural 
resources there. He said that northern Europe should 
become a “peace zone,” in which the ideal of common 
cooperation of mankind will be realized. 


It seems that Gorbachev had made a careful consider- 
ation and arrangement before he decided to make the 
peaceful speech on the important military base of the 
Soviet North Fleet, trying to remind people that the 
Soviet Union is powerful enough to protect its own 
security though it wants peace. It is always his style to 
couple threats with promises. Specialists in north Euro- 
pean countries held that this was another important 
speech of Gorbachev following his “Vladivostok speech” 
made in July 1986. Many people believed that it was a 
“policy program” on north European affairs. 


Soon after Gorbachev made this speech, the Soviet 
Union carried out frequent and multiple diplomatic 
activities toward north European countries. It invited 
them to enter into dialogues with it on the six-point 
proposal. In January this year, when Ryzhkov, chairman 
of the USSR Council of Ministers, was visiting Sweden 
and Norway, he further explained Gorbachev’s proposal 
and, according to the opinion of north European coun- 
tries, annc 'nced, to include the Barents Sea, the areas 
for reducing military activities. To show the sincerity 
and realistic spirit of the Soviet Union, he also solved a 
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long-standing problem with Sweden on the division of 
the continental shelf in the Baltic Sea. At present, 
although the Soviet Union has not yet reduced its 
military strength in that area, the range and number of 
its military activities have obviously been reduced. 


No Official Response Up to Now [subhead] 


The north European countries are attaching great impor- 
tance to Gorbachev's speech. In March this year; foreign 
ministers of five north European countries held a meet- 
ing in Norway. They unanimously held that the “new 
patiern” put forth by Gorbachev in this speech showed 
that he was really making a readjustment of the Soviet 
foreign and defe.se policies, trying to discard Brezhnev's 
line of military expansion. But they did not make a 
positive reply to Gorbachev's proposal. Why have the 
five countries not yet made an official response to it even 
to this day? 


First, since the end of the 1960's, the Soviet Union has 
established the world’s largest comprehensive military 
base in Murmansk, a city near Northern Europe, and 
deployed nearly 70 percent of strategic nuclear subma- 
rines there, including the Typhoon class nuclear subma- 
rine equipped with 20 strategic guided missiles, each 
carrying 9 nuclear warheads. Besides, there are also a 
considerable number of Backfire bombers. The Soviet 
Union and its East European allies have also deployed 
more than 400 vessels in Baltic Sea, including 6 Golf 
class submarines equipped with strategic missiles. To 
curb the Soviet expansion on the sea, the United States 
has adopted all kinds of countermeasures to contend for 
the command of the sea and air domination with the 
Soviet Union. Of the 16 key junctions the United States 
has declared to get under control, 3 are in this region. 
Therefore, the north European countries held that the 
discussion on matters concerning reduction of military 
activities in this region should be jointly participated by 
both the United States and the Soviet Union and by the 
Warsaw Treaty Organization and the NATO. They can- 
not hold bilateral talks with the Soviet Union to discuss 
these matters. 


Second, when Brezhnev was in power, while vigorously 
expanding arms, the Soviet Union also put forth some 
proposals on establishing a nuclear free zone in northern 
Europe, trying to disintegrate relations between NATO 
and Denmark, Norway, and Iceland and make northern 
Europe move toward neutralization. In his recent pro- 
posal, Gorbachev once again put stress on the establish- 
ment of a nuclear-free zone in northern Europe. 
Although it showed his sincerity and flexibility, the past 
practice of the Soviet Union and its arms expansion in 
the northern area have made the north European coun- 
tries unable to give up all misgivings and lower their 
vigilance immediately. 


Third, the north European countries are still watching 
whether Gorbachev will succeed in his reforms and 
whether his position can remain firm in the future. That 
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is why they dare not make a hasty response to his 
proposal. It was not until the conclusion of the CPSU 
congress in July that they began to recognize that Gor- 
bachev had gone through the “position pe*’” and that 
reform had become an irresistible trend. 


Fourth, Denmark, Norway, and Iceland are all members 
of NATO and are restricted by the organization. The 
United States stresses the unity of the organization and 
does not allow any member state to hold talks with the 
Soviet Union alone to discuss the question of relaxation 
and security. 


Expectations in a Relaxed Environment (subhead] 


At present, the general trend of relaxation of relations 
between East and West has brought about a relatively 
relaxed pol:tical environment for north European coun- 
tries. They have greatly increased their diplomatic activ- 
ities as there is more room for them to do so. Although it 
is said that both the United States and the Soviet Union 
intend to deploy more cruise missiles in this region, 
north European countries still hope that this is but a 
temporary phenomenon in their tortuous advance 
toward relaxation. They also expect that Gorbachev may 
make new breakthroughs in reform and opening up and 
in Carrying out his new thinking in diplomatic affairs; 
that new headway can be made in the U.S.-Soviet talks 
on strategic nuclear weapons; and that NATO and the 
Warsaw Treaty Organization can begin their talks on 
reducing conventional arms as soon as possible so that a 
nuclear-free zone can be really established in northern 
Europe, including a vast area around it, and so that some 
new and substantial contents can be injected into the 
current relaxation betwen East and West. 


Meeting Held With Soviet F Officials 
OW06 10162288 Beijing XINHUA in English 
1550 GMT 6 Oct 88 


[Text] Beijing, October 6 (XINHUA)—Leaders from 
two friendship associations of China and the Soviet 
Union held working talks here this afternoon. 


The two sides would continue to work for developing the 
friendship between the two countries and promoting the 
mutual understanding between the people of the two 
countries. 


Leaders of the friendship associations of the two coun- 
tries reviewed the work in the past and they agreed that 
the two friendship associations have enjoyed good rela- 
tions even when the relations between the two countries 
were in difficulty. 


There has been a big increase in the past two years in the 
exchanges beiween the two friendship associations 
which have contributed to the development of relations 
between the two countries. 
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The t./o sides also noted that the plan for cooperation 
signed last May was being executed smoothly. 


The leaders of the two friendship associations were 
happy about the latest development of the relations 
between the two countries. 


Taking part in the talks were Zhang Wenjin, president of 
the Chinese People’s Association for Friendship with 
Foreign Countries, Wu Xiuquan, president of the Sino- 
Soviet Friendship Association, V.V. Tereshkova, chair- 
man of the Soviet Union of Societies for Friendship and 
Culture Relations with Foreign Countries, and S.L. 
Tikhvinskiy, president of ihe friendship association 
between the Soviet Union .d China. 


Zhang Wenjin gave a dinner here this evening for the 
Soviet delegation which arrived here this morning. 


Headlines of Leading Soviet Newspapers 
OW06 10222188 Beijing XINHUA in English 
0822 GMT 6 Oct 88 


Reported 


[Text] Moscow, October 6 (XINHUA)}—The following 
are major news headlines in leading Soviet newspapers 
today: 


PRAVDA: 

—Joint Soviet-Roiianian Communique (front page) 
The joint Soviet-Romanian communique says Roma- 
nian leader Nicolae Ceausescu’s three-day official visit 
to Moscow has expanded and deepened friendship and 
cooperation between the two countries. 

—Television and Viewers (front page) 


The editorial of the paper says Soviet television should 
improve its program to better serve ‘ts viewers. 


KRASNAYA ZVEZDA (RED STAR): 

— Warsaw Pact Military Commission Meets (front page) 
The Military Commission of the Warsaw Pact countries 
held a meeting in Budapest, Hungary, from October 3 to 
5. The meeting discussed the work of the Warsaw Pact 
armed Forces this year and their pian for next year. 
—Visit to Bulgaria (front page) Soviet Defense Minister 
Dmitriy Yazov will pay an official friendly visit to 
Bulgaria in the first half of October. 

TRUD (LABOR): 

—To Introduce Amendments (page 2) 


The Soviet Trade Ministry has decided to increase 
production of alcoholic drinks. 
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HSIN WAN PAO on Sino-Soviet Relations 
HK0710094288 Hong Kong HSIN WAN PAO 
in Chinese 7 Oct 88 p 1 


(“New Talk” column: “Sino-Soviet Relations, Vietnam, 
and the UN General Assembly”) 


[Text] Over the past few days, news from the Chinese 
and Soviet capitals has seemingly moved the matter of a 
Sino-Soviet summit a step forward. 


Early this week, Deng Xiaoping met former West Ger- 
man Chancellor Helmut Schmidt. The XINHUA report 
Only said that they had discussed the interrational situ- 
ation. Schmidt himself, however, told Western reporters 
that Deng Xiaoping had mentioned that normalization 
of relations between China and the Soviet Union would 
soon be realized. 


News from Moscow yesterday disclosed the summit 
time, saying that after the foreign ministers of the two 
countries visit each other (Chinese Foreign Affairs Min- 
ister Qian Qichen will visit the Soviet Union this year), 
the summit will be held ir the first half of next year. 


In spite of this, judging from the current situation, there 
have been no signs of improvement in the Cambodian 
issue, which is one of the three major obstacles to the 
normalization of Sino-Soviet relations. 


The latest example in the speech delivered by Vietnam- 
ese Deputy Foreign Minister Tran Quang Co at the UN 
General Assembly last Tuesday [4 October]. Despite the 
unanimous call at the UN General Assembly by the 
representatives of many member states for the immedi- 
ate unconditional withdrawal of Vietnamese troops, 
Trang Quang Co censured other people for “‘still going 
against the current” and refused to make any promise on 
troop withdrawal. 


To put it bluntly, Vietnam still wants to link the troop 
withdrawal with two issues, namely, “stopping all forms 
of external intervention” and “preventing” the Pol Pot 
regime from returning to Phnom Penh. 


When making a speech at the UN General Assembly, 
Chinese Foreign Affairs Minister Qian Qichen already 
forsaw this situation and refuted Vietnam’s demands 
with the force of justice. RENMIN RIBAO today has 
also carried a commentary by its correspondent sta- 
tioned in the United Nations, pointing out that it is 
precisely Vietnam that is still going against the current 
for it is still trying to obstruct a just solution to the 
Cambodian issue. 


Vietnam is promoting its 7-point statement among the 
representatives of various countries in the United 
Nations, in which it openly calls for the ““maintenance of 
the status quo in Cambodia” and fox the exclusion of the 
Khmer Rouge leadership and its armed forces as a “basis 
for achieving national reconciliation.” 
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At the present UN General Assembly, some Southeast 
Asian countries and Third World countries want to 
revise the UN resolution on the Cambodian issue. In the 
resolution passed over the years calling for Vietnamese 
troop withdrawal, they want to add some provisions on 
the status of the Khmer Rouge. China, however, has 
reaffirmed that the provision on establishing a four- 
party government represents the mainstream of interna- 
tional public opinion and should not be altered. 


It now depends on the Soviet attitude on this issue. In a 
speech on 16 September, Mikhail Gorbachev indicated 
that the Soviet Union is willing to promote an early 
solution of the Cambodian issue. This has led to mutual 
visits by the foreign ministers of China and the Soviet 
Union to study the feasibility of a summit meeting. If, in 
defiance of world opinion, Vietnam still hangs on and 
refuses to clear out of Cambodia, the question of how 
Sino-Soviet relations will develop is sure to draw peo- 
ple’s attention. 


Northeast Asia 


SK07 10085488 Tianjin City Service in Mandarin 
2300 GMT 6 Oct 88 


[Text] The Tianjin Trust and Investment Company and 
the Japanese (Sanyo) Bank officially signed a long-term 
loan agreement at the Hyatt Hoiel on the evening of 6 
October. Vice Mayor Zhang Zhaoruo attended the sign- 
ing ceremony. 


Throu, » friendly consultations, the Tianjin Trust and 
Investment Company and the Japanese (Sanyo) Bank 
reached agreement on granting a 7-year long-term 'oan of 
$20 million. This is the first bilateral long-term commer- 
cial loan agreement reached by the Tianjin Trust and 
Investment Company for cooperating with foreign banks 
to support the key economic construction project of the 
Tianjin seamless steel tubing mill. Importing this fund 
will play an important role in ensuring the supply of 
funds to build the pre-phase projects of the Tianjin 
seamless steel tubing mill. 


Vice Mayor Zhang Zhaoruo expressed satisfaction with 
the smooth signing of the agreement in a relatively rapid 
manner and expressed hope that further progress would 
be made in importing foreign capital to support Tianjin’s 
economic cc.istruction. 


Southeast Asia & Pacific 


‘Business ’ Planned in Philippines 
HK06 10050588 Manila BUSINESS WORLD 
in English 6 Oct 88 p 2 


[Text] Increasing trade and investments from the Peo- 
ple’s Republic of China can be expected by the Philip- 
pines, Wang Genliang, managing director of the China 
Council for the Promotion of International Trade 
(CCPIT) told BUSINESS WORLD recently. 
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A surge in economic activity is foreseen as a new 
business organization will be established by the council 
by November. 


The Philippine-China Council, a non-governmental 
Organization, is tasked with assisting in the export of 
Philippine commodities to China to balance trade 
between the two countries. 


Mr Wang said the ratio of trade between the two coun- 
tries will definitely improve for the Philippines through 
developments this coming year. CCPIT will offer facility 
assistance to the new councii. 


Total trade between the tw ©. ..:':1es summed up to 
queen $400 million last y«%: on» -:0 of 2:1 in favor of 
ina. 


The trade imbalance is nu = .ue to the amount of 
crude oil the Philippines imports. With China presently 
enjoying a high growth rate of eight to nine percent a 
year, prospects for Philippine products are bright since 
the most populous country in the world has a rising 
demand for consumer goods. 


Philippine products with bigger potentials are mostly 
tropical fruits like coconut or pineapple, and manufac- 
tured and technical products, suggested Mr Wang. 


To buttress investment plans, Mr Wang brought along a 
delegation of eight top Chinese executives from different 
enterprises engaged in electric devices manufacturing, 
machineries and steel & iron manufacturing to the 
recently concluded Asian Regional State Trade Organi- 
zations Meeting in Manila. 


Investments plans are being drawn up and negotiations 
are ongoi.1g with local businessmen, he said. During the 
first semesier of 1988, PRC investments totalled P145.8 
million. Mr Wang said this figure will improve by next 
year. 


The CCPIT director also revealed that a proposal has 
been drawn up to establish an office called Capital Iron 
and Steel Complex in Manila. 


Details were not discussed, however, but China watchers 
noted that the A a giant might be interested in seiting 
up or buying a stcel company to augment the shortage of 
processed steel in China. 


Near East and South Asia 


Indian Secretary on Proposed Gandhi Visit 
BK0610091988 Delhi Domestic Service in English 
0830 GMT 6 Oct 88 


[Text] The foreign secretary, Mr K.P.S. Menon. who is in 
Beijing heading a high-level delegation to prepare for the 
prime minister’s proposed visit to China, had a prelim- 
inary round of‘ °’s vith the Chinese side headed by the 
vice foreign minisw., Mr Liu Shuging. 
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In an interview to PTI, Mr Menon said the border 
question between the two countries is not being shelved. 
He said it would be wrong to interpret the prime minis- 
ter’s readiness to visit China as signaling India’s willing- 
ness to set aside the border dispute. 


Mr Menon said the exact dates of Mr Rajiv Gandhi's 
visit to China are yet to de finalized. 


Marks Egyptian Armed Forces Day 
OW06 10183888 Beijing XINHUA in English 
1239 GMT 6 Oct 88 


[Text] Beijing, October 6 (XINHUA)—Nabil Lotfy, mil- 
itary attache of the Egyptian Embassy in Beijing hosted 
a reception here this evening to mark the Egyptian 
Armed Forces Day. 


Present on the occasion was Major General He Qizong, 
deputy chief of General Staff of the Chinese People’s 
Liberation Army. 


West Europe 
Further Reportage on Yao Yilin Visit to FRG 


Meets With FRG President 
OW06 10132688 Beijing XINHUA in English 
0944 GMT 6 Oct 88 


[Text] Bonn, Uctober 5 (XINHUA)—Federal German 
President Richard Von Weizsacker met visiting Chinese 
Vice Premier Yao Yilin here this evening. 


During the meeting, Weizsacker said he was happy with 
the ongoing cooperation between the two countries. He 
also expressed willingness to strengthen political dia- 
logue and trade cooperation. 


Yao briefed the president on the economic situation in 
China and China’s stand on the Kampuchean issue. 


The vice premier arrived in Federal Germany on Mon- 
day for a 10-day official visit. 


Feted by Genscher 
OW06 10131588 Be *‘ing XINHUA in English 
0646 GMT 6 Oct 88 


[Text] Bonn, October 5 (XINHUA)—Federal Vice 
Chancellor and Foreign Minister Hans-Dietrich Gens- 
cher said today that China and Federal Germany have 
become “important and trustworthy partners.” He was 
speaking at a banquet in honour of visiting Chinese Vice 
Premier Yao Yilin. 


In scientific and technological exchanges, Genscher said, 
Bonn has closer and wider cooperation with China than 
any other country. Almost all major German scientific 
research institutes have signed agreements with Chinese 
partners, he said. 


(4.5 billion U.S. dollars), adding that 1988's 
Chinese to Germany are expected to increase 
oat? percent following an increase of M0 percent 


i 


Yao and his party started their 10-day Federal 
visit on Monday. 


We Fetes EC Commission Member 
OW06 10175788 ng XINHUA in English 


1238 GMT 6 Oct 


Procurator 
OW06 10185288 
1125 GMT 6 Oct 


Meets, Fetes Polish TT 
ng XINHUA in E 


[Text] October 6 (XINHUA)—Liu Fuzhi, chief 
the People’s Procurato- 
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NPC Official Meets sues Delegation 
OW 0710060288 ng XINHUA in English 


0241 GMT 7 Oct 

Text) Bei October 7 (XINHUA)—Zhou Gucheng, 
bree Len of the Standing Commitice of the 
National People's Congress, met here today with a 
+ — +)  +—~prpeeee enema 
its i K. ignatov. 

The Bulgarian guests arrived here October 4 ai the 
invitation of the Red Cross Society of China. 


Latin America and Caribbean 


Mexican Senate Chairman Receives NPC 
OW06 10125588 ng XINHUA in English 


0206 GMT 6 Oct 


{Testl Mexico City, October 5 (XINHUA)—Baingen 
Gyaincain, vice chairman of China's 
National ‘s Congress (NPC) Standing Committee, 
said the 1 of relations with Mexico and the 
exchange of friendly visits are profitable for the devel- 
opment of bilateral cooperation in several fields. 


Baingen made the remark here today while meeting with 
Mexican Senate Chairman Emilio M. Gonzalez. 
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Li rome Heads Crackdown on Construction > 
+ 15488 Beijing CHINA DAILY in Engl 
'p 
{By staff reporter Ma Lixin) 


(Text) Chinese Premier Li Peng is heading a nationwide 

campaign to call an immediate halt to thousands of 

— projects including some which are already 
y. 


governmen 
some such projects earlier this year, but it is now 
cracking right down on a great many more. 


The government made its latest decision in a determined 
bid to cope with growing inflation and the unreasonable 
structure of investment in the country. 


wy pte — AL a ny fe Pid oy Lo 
work. It comprises Officials from the State 
Council, the State Commission, the People’s 
Bank of China, Ministry of Finance, National Auditing 
Bureau, Ministry of Supervision and the State Statistical 
Bureau. 

“The State Council has decided to crack down hard on 
the overheated rush in investment and construction,” a 
senioi State Council official told reporters yesterday 
There will be massive cutbacks both in planned con- 
struction projects and on those already unde: way, in an 
attempt to create an effective new industrial structure 
which meets the needs of social and economic develop- 
ment, said ini 

State Plann 

formed 

The state will take tough measures to achieve its ends, 
including ordering banks to stop providing loans to these 
projects, he said 
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But TT which use imported technology and foreign 

funds are expected to get favourable protection, espe- 

Cially those which have reached world advanced techno- 
levels or those in areas such as en. ¢g/, transport, 
munications and raw materials, he added. 


Chen said that in recent fixed assets in China had 
been increasing too y and that the scale of invest- 
ment had been growing beyond the country's ability to 
cope with it. 


In the last three years, he said, the total investment in 
fixed assets saw an annual increase of 18.8 percent, 
higher than the 16.4 percent increase in national income. 


The imbalance shows no sign of sorting itself out this 
oe ons is one of the major factors causing the present 
nflation. 


At the same time, he said, the problem of unreasonable 
investment structure is also very serious. The govern- 
ment has put energy, communications and development 
of important raw materials at the top of its list of 
ties in the state budget for a long time, but the fact 
that state investment in these areas—which is esti- 
mated at less than 20 percent of the total—has been no 
increase but a decrease. 


On the other hand, investment in non-productive con- 
struction accounts for 37.1 percent of the total state 
budget. This has led to an imbalance between supply and 
demand and to sharp price rises, Chen explained. 


He said blind and redundant construction projects have 
consumed precious energy and raw materials with little if 
any economic return at all. 


He said projects involving energy supply, transportation, 
telecommunications, raw materials production and agri- 
culture would be well protected. 


‘First Step’ Taken in Reform of Media C 
HK0610122888 Hong Kong ZHONGGUO TONGXUN 
SHE in Chinese 1015 GMT 5 Oct 88 


Article by Shi Fu (4258 113): “One-Sidedness That the 
inland Press Has Displayed in News Coverage") 


{Text} The first step has been taken in the media reform 
of Mainland China. An obvious sign is that there have 
been different voices from newspapers. It is no longer “a 
oe Sewers 


1. On the Huanghe Sanmen Gorge Project [subhead] 


The banner headline of a report carried in the 4 October 
(overseas) edition of RENMIN RIBAO, 3, read: 
“More than 30 Years of Construction, ts Brought 


to All Generations To Come, Obvious Benefits of the 
Key Sanmen Gorge Water Conservation Project.” The 
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paper said: “From 1960 to date, the Sanmen Gorge big 
dam has not only brought the overflowing Huang He 
under fundamental contro! but also protected the life 
and property of the people on both banks. Moreover, 
youu power was used to produce 12.5 billion units 
of electricity, y mey an output value of more than 800 
— Great social benefits have been produced, 
ially in preventing floods, fighting drought, irrigat- 

ing ing fields and providing water supplies.” 


Contrary to RENMIN RIBAO, LIAQWANG magazine 
stressed the failure of the Sanmen Gorge Project. A 
recent issue of LLIAOWANG reported that not long ago, 
more than 200 irrigation experts gathered in Zhengzhou 
to discuss a major plan to bring the Huang He under 
control. They stated that there have been two big mis- 
takes in the matter of controlling the Huang He since the 
founding of the PRC. One is a display of too much 
optimism over the pace of control over water and soil 
conservation and especially over the estimated effect of 
reducing sand—an optimism exceeding actual possibili- 
ties. Another mistake is exchanging large areas of rivers, 
streams and cultivable land for reservoir space. This is 
incompatible with the conditions of our our country 
which has little land for a population and which is 
still not strong in terms of national resources. The 
Sanmen Gorge Reservoir has caused the inundation of 2 
million mu of fine land and the migration of 600,000 
people. Given the lesson from the Sanmen , the 10 
tributary-related reservoirs originally has not 
been brought into being. This has again confined the 
Sanmen Gorge to a situation of “fighting it alone.” The 
reservoir area is seriously by silting and the 
reverse flow of flood waters, making a subsequent recon- 
struction effort necessary. 


2. On the Building of Electric Power Projects (subhead] 


On | October, the XINHUA NEWS AGENCY reported 
achievements made in connection with priority con- 
struction projects in the 10 years of reform and open- 
ness. It pointed out the 10 years of reform and openness 
as the “golden era” in China. “The building of electric 
power projects was especially marked with brilliant 
a. “Most of the country's existing 100- 

ting units each with a capacity of more than 
300, kilowatts were put into operation in these 10 
years. The combined total of newly increased generating 
units in 10 years reached 48.185 million kilowatts. The 
power output in 1987 was nearly double that of 1978." 


RENMIN RIBAO (OVERSEAS EDITION) had a very 
low opinion of the electric power industry. Professor Li 
Boxi in a speech carried in its 27 September issue held 
the view that the energy industry is not only a strategic 
industry but also a bottleneck industry. She said: “Since 
the founding of the PRC, our country’s energy industry 
has shown great But it still falls short of 
satisfying the needs of economic construction and the 
people's life.” “In the process of industrialization in 
foreign countries, there is an increase in the proportion 
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of the electric power industry, as far as the whole 
industry is concerned. Our country has instead wit- 
nessed, for that matter, a drop from 3.8 percent in 1981 
to 3.1 percent in 1987. According to an estimate by 
experts, the national shortfall of electricity in 1987 
reached about 70 billion units, ing impossible the 
use of one-fourth of the industrial ty and causing a 
loss of 400 billion yuan in output value.” 


RENMIN RIBAO, the XINHUA NEWS AGENCY, and 
LIAOWANG are all official propaganda organs of the 
Chinese Communist Party. They have different views on 
the same thing and give he ne This shows 
that the set pattern of “consensus of opinion” has begun 


to be broken. But “taking things out of context” and 
one-sidedly stressing one side of the story would inevi- 
tably mislead the readers. 

It seems that news coverage not only calls for keeping 
hold of facts but also requires an objective and fair stand 
and a scientific and overall analysis. 

Strained 


Cadre-Peasant Relations 
HK0610131688 Beijing NONGMIN RIBAO 
in Chinese 26 Sep 88 p 1 


Article by Su Suining (5685 4205 1337): “There Are 
y Causes of Strained Relations Between Cadres and 
the Masses in Rural Areas”) 


[Text] For various reasons, in recent years contradic- 
tions between grass roots cadres and the masses in rural 
areas have been somewhat irritated. In many areas 
relations between cadres and the masses have become 
ever increasingly strained and in a few areas the relations 
have even become acute. This is obvious from the 
occurrence of ever-increasing conflicts and disputes 
between them and from occasional incidents of revenge 
ae a 
12 townships and towns in Suining County, Jiangsu 
Province shows that from last year to May this year, 
there had been 381 incidents of revenge upon village 
cadres by the masses. 


Viewed as direct causes, the 381 vengeful incidents can 
be classified into five categories: There are | 22 incidents 
related to work of family planning, accounting for 32 
percent of the total; 45 incidents based on reform of the 
old practice of funeral and interment, — up 11.8 
percent; 51 incidents related to settlement of disputes 
over house property lines, amounting to 13.4 percent; 
115 incidents attributed to requisition purchase, consti- 
tuting 29 percent; and 47 incidents occurred for other 
various reasons, making up |2 percent. 


From an analysis of content of the contradictions, there 
are six main reasons explaining the current contradic- 
tions between cadres and the masses in rural areas. 


some areas insist on putting ideological and political 
work first, persevere in convincing people by reason, and 
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village cadres always try to skirt around contradictions 
and difficulties because they are particularly afraid of 
— & - ~+—_- This has caused great losses to 


do not work for peasants though 
are fed and paid by peasants. Meanwhile, they also 
fail to > take the lead in what the higher party committees 
and governments advocate. For example, so far as family 
planning is concerned, a number of cadres not only 
violate regulations for family planning themselves, they 
also try every possible means to absolve their children 
and relatives from being responsible for breach of family 
planning and help them escape punishment. This blem- 
ishes the image of cadres in the eyes of the masses. Still 
a number of village cadres are not honest and upright in 
performing their duties. They indulge in eating and 
drinking extravagantly and wantonly waste public 
money so that the masses lack confidence in them and 
even come into conflict with them. 
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economic foundation, cadres often 
ask for too much from peasants, who complain that they 
are to withstand the demands. Since reforms were 
implemented in rural areas, incomes of peasants have 
, but the majority of them have 
in food and clothing. They 
often —— A of the 7 Ri - of asking for money 
and goods. However, in some economically developed 
areas and areas where village-run enterprises have devel- 
oped rapidly, there are fewer kinds of fees and taxes 
levied by the village authorities on peasants, resulting in 
better relations between cadres and the masses and 
greater fulfillment of tasks assigned by village authorities 
with much less difficulty. 


5. The higher authorities assign tasks in unitary form and 
in terms of absolutes, grass roots cadres thus have to fulfill 
them by heok or by creek. So relations between cadres and 
the masses are rigid. When evaluating work 
done by grass roots units, the higher authorities usually 
stress the rate of progress. They neither care how tasks 
are fulfilled nor check what primary cadres have done for 
peasants but commend cadres as long as tasks are 
accomplished. Now there are in fact no real rules and 
regulations for work at the grass roots level. In order to 
fulfill tasks, cadres have to formulate some “indigenous” 
policies and they do whatever they can. Some village 
cadres complain: We are peasants too. We have con- 
tracted land and we understand peasants. But who 
understands us? We are caught in the cross fire. The 
higher authorities ask us for money; we are forced to ask 
peasants for it. In a single year we have to ask several 
times, thus all elders and fellow villagers are offended. 
Facing state tasks and peasants, how should we properly 
solve the two problems. With property of some village 
cadres damaged, they thought they were put in a 
wretched plight even when they were in power. Then 
what would they be after they fell out of power in the 
future? For this reason, many cadres became overcau- 
tious and indecisive and shrank from doing anything, 
some of them even wishing to quit office. 


6. Cadres ask peasants for too much but think of them too 
little and multiperpose services for peasants are not 
enough. Peasants have a strong aversion to this. Give an 
order to take. However, in recent years, peasants have 
strongly reacted to the serious shortage of agricultural 
means of production and on amazing price hikes. They 
have to buy chemical fertilizer, diesel, and pesticide, but 
they sell grain crops to the state at prices lower than 
market prices. Peasants make ever-increasing contribu- 
tions to the state, but they gain less and less from what 
they are doing. Some peasants work laboriously on a few 
mu of farmland, but what they can gain is very little. 
When being pressed to deliver tax grain to the state, 
many peasants pointed at cadres and said: ““We hope you 
will supply us with things ai a low price. You can do 
nothing but ask for money all year round. We will not sell 
grain crops to the state but will sell them at a high price.” 
When many areas fail to fulfill the fixed quota of 
purchasing grain, they have to pay the state in cash. 
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Sutang township was assigned this year to plant cotton 

on 8,000 mu of land. Being short of farm chemicals, 

pests hit large pieces of i 

burned with impatience and made loud complaints. 

ey Gene SS vent their spite upon grass roots 
res 


Mystery ‘Press Release’ Circulated in Hong Kong 
HK0710014188 Hong Kong SOUTH CHINA 
MORNING POST in English 7 Oct p 1, 2 


[Text] An anonymous “press release” circulated in Hong 
Kong last night claims that the Hainan Office of the 
company top Chinese leader Mr Deng Xiaoping si 

out in allegations of malpractice was involved in a 
with a lucrative “small subsidiary.” 


It alleges the Kang Hua Development Corporation's 
Hainan office was attempting to take over the subsidiary, 
which recently made a profit of 20 million yuan (about 
HK$44 million), by trying to replace the head of the 
subsidiary with the son of a senior cadre. 


The “press release”’ alleged that Kang Hua's office had 
been claiming that its head office in Beijing had notified 
it that as a regional office it did not have to follow the 
central government’s orders to reorganise itself in line 
with Beijing’s attempt at stamping out corruption and 
malpractice. 


Last Friday, the State Council, China’s cabinet, was said 
to have issued a document withdrawing all tax privileges 
from Kang Hua, which was closely linked to the China 
Welfare Fund for the Handicapped formerly headed by 
Mr Deng Pufang the crippled son of Mr Deng. 


Mr Deng Xiaoping referred to the necessity of perform- 
ing “surgery close to home” in cleaning up business in 
ina. 


Last night’s “press release” could not be vertified: It was 
sent to newspaper offices by facsimile and the telephone 
number of the originator was obliterated. 


Attempts to confirm or refute the allegations with the 
— office and top leaders in the province proved 
utile. 


Meanwhile, local leftwing newspaper WEN WEI PO 
lashed out at several provinces, including neighbouring 
Guangdong, for excesses in unrestrained capital con- 
struction that has heavily contributed to an overheated 
economy. 


While criticising hinterland provinces for not supplying 
raw materials to coastal ones, following the central 
government's decentralisation policies a few years ago, 
the editorial also attacked coastal regions, naming 
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Guangdong Province in particular, for a program of 
building factories without ascertaining whether these 


plants would have sufficient raw materials to keep them 
going. 


One example it cited was an automobile factory in the 
province which, because of steel shortage, has only been 
operating four days a week. 


Another example was a mammoth scheme for develop- 
ing a minerals and chemical raw material base worth tens 
of billions of dollars, with no guarantee of a steady 
supply of raw materials. 


“Thus, this has resulted in a massive waste of resources, 
mounting economic dislocation and increasingly ineffec- 
tive investment,” the editorial said. 


On Wednesday, the PEOPLE'S DAILY disclosed in a 
commentary that many cars had been imported from 
Guangdong and resold to other provinces at a profit. 


At the same time, the central government in its efforts to 
further restrain production outside government plans, 
has curtailed manufacturing of TV sets, trucks and 
refrigerators. 


A special group comprising representatives from various 
relevant departments has been formed for the mopping 
up action. The group comes directly under the supervi- 
sion of the prime minister, Mr Li Peng, who is concur- 
rently minister of the State Commission for Restructur- 
ing the Economy. 


In a NEW CHINA NEWS AGENCY report yesterday 
that appears to justify the action, a State Council official 
said investment in energy, transport and developing 
resources had been dropping steadily over the past three 
years but investment in nonproductive sectors had 
climbed rapidly, by as much as 37 percent last year. 


University President To Visit Hong 
HK0710012788 Hong Kong HONGKONG STANDARD 
in English Oct 7 p 8 


[By Ma Miv-wah] 


[Text] The president of Beijing University, Mr Ding 
Shisun, whose vocal attack on the educational system 
prompted widespread student protests in April, is to visit 
Hong Kong later this month. 


His arrival is expected to bring more controversy after 
the recent swiping visit by prominent dissident Professor 
Fang Lizhi and vocal writer Mr Liu Binyan. Both were 
expelled from the Communist Party during a conserva- 
tive crackdown in 1986. 
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Accompanying Mr Ding will be a six-member delegation 
from Beijing University. They will participate in activi- 
ties to celebrate the | anniversary of the birth of 
Chinese scholar Cai Yuanpei. 


Mr Cai was a former president of Beijing University and 
launched the famous “May Fourth Movement.” 


Mr Ding is scheduled to speak on the mainland's educa- 
tion reform in a conference titled “Mr Cai Yuanpei and 
Modern Chinese Education.” 


It is expected that Mr Cai will be questioned on the 
situation on campus of Beijing University—a hotbed of 
recent sutdent unrest. 


THE STANDARD has learned that university authori- 
ties had tightened control on entries to campuses to stop 
free access of “undesirable” foreign press for informa- 
tion which often embrarrassed the government. 


Chinese leaders were alarmed and annoyed by the flood 
of press reports by foreign agencies in April which 
publicised the anti-leadership sentiment on campuses. 


Students then claimed that their open comments were, in 
fact, prompted by courageous remarks of the educational 
system by Mr Ding. But Mr Ding became tight-lipped on 


the issue since then. 


Among the delegation are Mr Cai’s son, professor of 
Shanghai’s Fudan University, and Mr Cai’s daughter 
who works in Shanghai's Academy of Social Science. 


Also visiting the territory this month is Mr Yan Jiagqi, the 
director of the Institute of Politics in the Chinese Acad- 
emy of Social Science. 


He has been invited by pro-China publisher, the Joint 
Publishing (Hong Kong) Company Limited, to celebrate 
its 40th anniversary. 


Mr Yan, known for his ardent advocacy of political 
reform, was critic ised during the Anti-Bourgeois Cam- 
paign in 1986. 


His books, the History of the Ten-Year Cultural Revolu- 
tion and On Mentality of the Leaders are said to be 
exerting immense influence amongst Chinese intellectuals. 


He was also the first man in China to propose a civil 
service system and the smashing of the “iron-bowl” of 
leaders. 


Accompanying Mr Yan is another fellow from the Acad- 
emy of Social Science, Mr Gan Yang, who recently 
surprised the public in a seminar held in Singapore. 
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Mr Gan remarked that the emphasis on economic devel- 
opment and reform had already inspired an excessive 


lust among the people. 


A qi (the philosophy of the use of ) master, 
Madam Gao Yun will also deliver a talk on “Crgong and 
Modern Man” on October 24. 


Discusses Pellesaphy at Symposium 
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(Report: “Li Ruihuan 
udying Philosophy”) 


Challenge Five Aspects in 


[Text] The fourth issue of XIANDAI LINGDAO [modern 
leadership}, 1988, reports the dialogue between Li Rui- 
huan and phi at a national symposium on 
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of thinking. It is necessary to solve this problem by 
studying Marxism, and, in particular, Marxist philosophy. 


enhance the quality of police officers, Wang Fang, min- 
ister of public security, said here today. 


Wang, also a state councillor, pointed out that now 40 
percent of the country’s police officers have only 
received at the most middle school education, and police 
officers who haven't received any professional training 
still make up a fairly large proportion of the total. 


FBIS-CHI-88-195 
7 October 1988 


He made the remarks at the Chinese People's University 
of Police Officers at a ceremony held to mark the 
university's tenth founding anniversary. 


China has set up several universities, colleges and voca- 
tional schools to train public security personnel since 
1979, and have trained more than 90,000 qualified 
personnel, according to Wang. 


Meanwhile, more than 100,000 public security employ- 
ees are also receiving schooling at correspondence 
schools and evening schools or are studying on their 
own. 


The Chinese People’s University of Police Officers grew 
out of the School of Political Science and Law, which was 
set up in 1978. The school changed its name in the same 
year to the Institute of International Politics with four 


In 1984 the institute assumed its present name. 


Up to now, the university, with a present enroliment of 
1,500 students, has provided the country with 2,000 
graduates. 


Hua Facing Dissolution Due to Corruption 
— Tokyo KYODO in English 1309 GMT 


formal contract has been concluded yet so there will be 
no substantial losses 


Fuji Bank Ltd., which has ex .bished a joint leasing firm 
in Beijing with Kang Hua, has received information that 
Kang Hua is under investigation for possible removal of 
some trading rights, the sources said. 
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The China office of the major city bank said, however, 
this would have no effect on the joint venture as it was 
set up under Chinese laws, according to the sources. 


Dragonair Airlines Congratulated by Leaders 


First Charter to 
OW05 10193288 Beijing XINHUA in Engli 
1533 GMT 5 Oct 88 


ext} Beijing, October 5 (XINHUA)—The Hong Kong 
ir Airlines Ltd. made its first chartered flight to 


Beijing today. 


On board the Boeing 737 plane was Pao Yue Kong, 
chairman of the Worldwide Shipping Group, whose 
family is a shareholder of the Hong Kong Dragonair. 


Pao was greeted at the Beijing airport by Hu Yizhou, 
director of the Civil Aviation Administration of China 
and He Guangwei, depute director of the National 
Tourism Administration. 


Prior to this, Dragonair had opened chartered flights 

from Hong Kong to Nanjing, Dalian, Haikou, Xiamen, 

— Tianjin, Guangzhou, Hangzhou and Guilin 
ities. 


It will serve two flights a week on the Hong Kong-Beijing 
route. 


Celebration Held 
OW05 10201188 Beijing XINHUA in English 
1600 GMT 5 Oct 88 


(Text) Beijing, October 5 (XINHUA)—Pao Yue Kong, 
chairman of the board of Hong Kong Dragonair Airlines 
Ltd, gave a banquet at the Beijing Hotel here tonight in 
celebration of its successful maiden chartered flight from 
Hong Kong to Beijing. 


Among the guests were Chinese Vice-Premier Wu Xue- 
qian, Director of the Hong Kong and Macao Affairs 
Office under the State Council Ji Pengfei, Vice- 
Chairman of the Standing Committee of the National 
People’s Congress Rong Yiren, State Councillor Zou 
Jiahua and Vice-Chairman of the National Committee 
of the Chinese People’s Political Consultative Confer- 
ence Gu Mu. Prior to the banquet, they met with Pao. 


Li Peng Meets Pao Yue-kong 
0W0610125788 Beijing XINHUA in English 
1149 GMT 6 Oct 88 


[Text] Beijing, October 6 (XINHUA)—Chinese Premier 
Li Peng met Pao Yue Kong, chairman of the Worldwide 
Shipping and chairman of the board of Hong Kong 
Dragonair Airlines Limited, at the state guesthouse here 
this afternoon. 
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They exchanged views on China's current economic 
situation and had supper together after the meeting. 


New Planes in Service Ahead of Schedule 
OW0710025488 Beijing XINHUA in English 
0233 GMT 7 Oct 88 


ext] Beijing, October 7 (XINHUA)—China's latest 
ter planes have been put into use by the Chinese Air 
Force, the “LIBERATION ARMY DAILY” reported 


Fighter pilots have been learning to 
which flies at high altitudes and at 
1985. The paper aid that the planes h 


China To Provide Services for Foreign Satellites 
—_ Beijing CEI Database in English 


(Text) Beijing ~— T——) « of the Chinese Launch- 
Monitoring and Control 


and the International Marine SAtellite Organization 
have recently signed a contract in London, Britain. 


According to the contract, the Chinese Satellite Launch- 
ing, Monitoring and Control System Department will 
provide direct service for marine satellite over Pacific 
area under International Marine Satellite Organization. 


The Chinese partner will build a marine coastal ground 
satellite station for satellite tracking, monitoring and 
controlling and will take charge of operation, supporting 
work and management of the control system. The station 
Se aaa 
1990. 


Gao on Economic Reform Priorities 
HK0710013588 Hong Kong HONGKONG STANDARD 
in English 7 Oct p 8 


[By Chan Wai-fong] 


[Text] China would have to wait for “a fairly long period 
of time” before it became a plural and market-oriented 
economy, according to Gao , vice-chairman 
<. me) State Economic Restructuring Commission 
( . 


Mr Gao was speaking at a national seminar on the theory 
of economic reform currently under way in Beijing. 
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The seminar, jointly organised by the Communist 
Party's Propaganda Department, the SERC and the 
Chinese Academy of “ocial Sciences, is aimed at formu- 
lating a theoretical framework for the new economic 
system. 


China's economy has undergone tremendous change 
since Deng Xiaoping regained power and introduced the 
Open policy and reforms in 1978. 


However, Beijing has been widely criticised for failing to 
put forward a new set of theoretical guidlines while 
introducing more capitalistic practises. 


Party chief Zhao Ziyang said recently that China was at 

“a primary stage of socialism” justifying and allowing 
room for a commodity economy which is primarily a 
Capitalisiic practise. 


Much significance is being attached to the Beijing sem- 
inar as it will tackle many thorny issues involving the 
theoretical conflicts and the ongoing reform. 


According to Mr Gao the priorities of the reforms are: 


To gradually establish a new type of enterprise system. 


To improve the market system—that is to further 

up the consumer market and activate the system for a 
planned distribution of materials. A market system for 
production means, funds, technology and labour ser- 
vices, information and real estate should also be set up. 


To carry out reform of ownership and to establish a 
multi-ownership system to cope with the various produc- 
tive forces in the “primary stage of socialism.” 


To adjust the relations of social distribution. The income 
of workers would be decided by enterprises while the 
wage of government officials would be increased. A 
personal income declaration system would also be estab- 
lished. 
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Cited, Reveals Public Spending 
Owecitasioas ing XI/4HUA in English 
0805 GMT 6 Oct 


[Text] Beijing, October 6 (KINHUA)—The “CHINA 


yuan in 1987, accounting for 90 percent of the country's 
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dinners are given at public expense, the paper reported. 
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Moratorium on Construction Outside State Plan 
OW0710003388 Beijing XINHUA in English 
1435 GMT 6 Oct 88 


(Text) Beijing, October 6 (XINHUA)—The construction 
of a large number of projects that are outside the state 
plan should be halted so as to curb inflation and cut 
social commodity supply, a senior official urged today. 


Chen Guangjian, director of the office of the committee 
on clarifying capital construction investment of the State 
Council, made a list of such projects, invested in by 
departments and localities, that should be cancelied. 
They include: 


Plants for color TV kinescopes, heavy-duty trucks and 
refrigerators; 


6] 


Those that have an insufficient supply of domestic raw 
and semi-finished materials and have to rely on 


imported ones; 


Those that are to produce items that are already suffi- 
cient on the domestic market. 


Those to produce high-energy-consuming goods such as 
air-conditioners and electric ovens, 


Projects with low economic returns and serious pollution 
problems; 


Non-production projects that are not needed badly: 


“While measures should be taken to ensure the construc- 
tion of energy, ion, telecommunications, and 
important raw and semi-finished materials projects, we 
are resolved to stop or postpone the construction of 
projects without stable sources of funds or with inade- 
quate construction conditions’’, Chen said. 


“It is not enough only to reduce the annual investment. 
It is important to stop the projected construction”, he 
said. 


According to statistics, the gross capital construction 
investment grew at an annual rate of 18.8 percent 
between 1986 and 1988, which exceeded the growth of 
national income of 16 percent. The situation is expected 
to get even worse. 


At the same time, the investment structure has also 
remained irrational, Chen said. 


The proportion of investment in energy, transportation, 
and important raw and semi-finished materials will drop 
to about 20 percent this year following consecutive 
decreases. Meanwhile, investment in non-production 
projects increased to 37.1 percent last year. 
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“The increasingly swollen investment and the irrational 
quan is a Gordian knot that should be cut”, said 
en. 


The leading group is headed directly by Premier Li Peng. 


Article Probes Privatization of State Houses 
HK0710061388 Beijing RENMIN RIBAO 
in Chinese 3 Oct 88, p 5 


[Article by Wang Xiangchun (3076 4382 2504), Gao Wei 
(7559 1550), and Zhou Tian (0719 1131 0516): “A 
Probe Into the Privatization of State-Owned Houses”) 


[Text] Privatization of state-owned houses is the current 
trend in countries around the world. One of the main 
targets of housing reform, which is now being imple- 
mented in all cities and towns in China, is to motivate 
individuals to buy state-owned houses. This article aims 
to combine China’s realities and to probe this problem. 


2S Essential To Privatize State-Owned Houses [sub- 
] 


According to statistics, up to the end of 1987, the floor 
area of state-owned houses in cities and towns in the 
whole country was 2.4 billion square meters, of which an 
area of 1.3 billion square meters, accounting for over 54 
percent of the total area, were constructed after the 
establishment of the PRC. It is estimated that about 50 
percent of the total area, about !.2 billion square meters, 
can be sold. The State Council stipulated that the per- 
square meter selling price in general should be not less 
than 120 yuan. Given that the average selling price of a 
square meter of these houses is 150 yuan, the total 
amount that can be earned is 180 billion yuan. This is a 
huge amount of money the state can collect. 


Viewed from the housing problem itself, the important 
aspects of the privatization of state-owned houses are: |) 
It can direct the funds of individual city and town 
inhabitants into simple reproduction and expanded 
reproduction of houses, so that the housing problem can 
be solved through the joint efforts of the state, enter- 
prises, and individuals. 2) A huge amount of funds is 
required in implementing housing reform in cities and 
towns; it would be di it to depend on financial 
allocations and bank loans for obtaining these funds. The 
sale of state-owned houses, including old and new houses 
(on average, in each year the usable floor area of some 
100 million square meters in new houses is built), will 
obtain a huge amount of funds. This will solve the 
problem of the shortage of funds for housing reform. 3) 
Privatization of state-owned houses can greatly reduce 
the loss and waste in managing state-owned houses, and 
the amount of subsidies given by the state in this aspect. 
Besides, it is advantageous to maintaining and repairing 
these houses, and to extending their service life. 
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In view of China’s current situation of economic devel- 
opment and structural reform, the privatization of state- 
owned houses has a more important meaning. Over the 
past years the scale of fixed capital investment has 
become too large, and the purchasing power of social 
groups and individual consumption funds have been 
increasing too rapidly. Under such circumstances, suc- 
cessive years of huge financial deficits and excessive 
issuing of banknotes have resulted. These in turn have 
affected the stability of the national economy, and this is 
mainly reflected in the magnitude of price increases. 
Under this type of economic situation, the selling of 
state-owned houses is obviously of important strategic 
meaning. We have mentioned above that the total 
amount of money thai can be obtained by selling state- 
owned houses would be as huge as 180 billion yuan. We 
can see that if we place this task in an outstandingly 
important position, and grasp it well, and if on average 
we could gain one-tenth of the 180 billion yuan a year, 
that is 18 billion yuan, the sale of state-owned houses can 
play a role, which cannot be neglected, in reducing the 
excessive issue of banknotes. As a result, the economy 
and price levels could in turn be stabilized. 


Rational Pricing Is the Core Question of Privatization of 
State-Owned Houses [subhead] 


To fix rational prices for houses is a core question of the 
privatization of state-owned houses. 


What is a rational price for a house? Under the condi- 
tions of a rather developed commodity economy and in 
accordance with the requirements of the law of value, a 
rational price of a house should reflect the production 
cost, which is the form of the transformed value of a 
house, and the demand and supply relations. That means 
the price of a house should take the production cost of it 
as a base, should in general match the production cost, 
and should also reflect the changes in the relations 
between demand and supply. 


The production cost of a product equals the unit cost of 
the product plus the unit profit of that product, which is 
calculated on the basis of the average profit of funds. In 
calculating the production cost of a house, the key lies in 
rationally defining the cost of the house. In this case, the 
following two important questions have to be solved: 


First, the cost of a house should be determined on the 
basis of its social. This requires: 1) The cost of a house in 
the first place should be the cost determined under 
normal production and rational management condi- 
tions. 2) The cost of a house should not be the individual 
cost of a construction enterprise, but should be the 
average cost of the construction departments. That is the 
weighted average of the individual cost of enterprises. 
Although the above two points are platitudes, they are 
often neglected. 
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Second, the price of a house should be its construction 
cost and it should include the fees for construction and 
installation, outside construction (preparing the infra- 
structure for the house, leveling the ground, connecting 
electricity supply and water supply), survey and design, 
compensation for the use of the land, and others. As for 
the fees for developing and carrying out coordinated 
projects in the area in which the house is located, since 
these are not the cost incurred in constructing the house, 
they should not be included in the cost of the house. The 
fees for developing and carrying out coordinated projects 
in the area in which the house is located can be divided 
into two categories: 1) Fees for business-types of facili- 
ties, such as water supply, electricity supply, heating 
system, gas supply, telephone lines, roads, and others 
provided by public utility enterprises. The houses and 
installations used by post and telecommunications 
offices, banks, shops, enterprises providing catering ser- 
vices, services, and maintenance and repairing services, 
and others should be purchased or leased by the unit 
using them. 2) Fees for nonbusiness facilities such as 
roads, rain pipes, sewage pipes, lawns, and other munic- 
ipai facilities. The houses and installations used by 
cultural, education, medical and health units and others 
should be gradually settled through smooth channels, 
and should not be added into the cost of a house at will. 


The production cost of an old house should not be 
calculated in accordance with the original building cost 
(production cost plus average profit), but should be 
calculated on the basis of the discounted price of the 
present value of the house. For example, there is a house 
valued at 80 percent of new. Its original construction 
cost was 100,000 yuan; now, because of the increase in 
the price of construction material and so on, the cost for 
building a similar new house is 150,000 yuan. Then, the 
production cost of this house should be equal to 150,000 
yuan times 80 percent, which is 120,000 yuan. 


In selling state-owned houses, whether for old or new 
houses, their prices should of course not be merely 
regulated by the market, but should be jointly deter- 
mined by the state’s pricing departments and housing 
management departments. The principle in setting 
prices is: On the basis of the price of a house, the 
relations between demand and supply should be taken 
into consideration. That means, when the supply of 
houses exceeds the demand, the price of a house can be 
set lower than its production cost; when supply falls 
short of demand, the price can be appropriately set 
higher than the production cost. 


In the practical work of determining rational prices for 
houses, apart from considering the production cost and 
the relations between demand and supply, the quality of 
houses should also be taken into account and the price of 
a house should also depend on its quality. Here, the 
quality of a house refers not just to the construction 
quality of the house, its location, and the number of 
stories, the direction it faces should also be taken into 
consideration. The environmental factors of the house, 
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such as the distance between the house and commercial 
regions, whether or not the air near the house is fresh, 
and whether or not the air is polluted should also be 
taken into consideration. Houses of good quality and 
environment will of course have a high selling price; that 
for houses of poor quality and environment can be set 
lower. 


A Reasonable “Relative Price Between the Selling Price 
and Rent of a House” Is the Precondition for the 
Privatization of State-Owned Houses (subhead] 


The so-called relative price means the proportional rela- 
tionship between the rent and the selling price of a house. 


At present, rent for houses is very low. The consumers, 
being the tenants, will not think of buying the house. 
This is because, when compared with rent, the price of a 
house is too expensive for them to afford. Only when the 
rents rise to an appropriately high level, will it become 
worthwhile to buy a house rather than to rent; the 
purchase of houses by individuals can be promoted. 


When inhabitants rent houses, their monthly expenses 
are the rents. When they buy houses, their monthly 
expenses will include three items: |) Interest paid for the 
funds used in buying houses. 2) Depreciation fees of 
houses. 3) Maintenance fees of houses. If we want to 
achieve a situation in which buying a house is much 
better than renting one, the rational proportion between 
the rent and the selling price of a house should be set in 
this way: The amount of rent should be greater than the 
sum of the interest to be paid for the funds used in 
purchasing the house plus monthly depreciation fees 
plus monthly maintenance fees. 


Interest paid for the funds used in buying a house is the 
largest amount among the three items of fees a buyer has 
to pay. Under the condition that the prices of houses are 
fixed, the amount of interest is determined by the 
interest rate. Therefore, a deep analysis of the interest 


rate is necessary. 


Under the situation that prices are completely stable (the 
inflation rate is zero) or basically stable (the inflation 
rate is around 2 percent), it is generally sufficient to use 
money interest rate (bank interest rate) in calculating the 
interest. We should have noticed that recently China’s 
economy has entered a situation of middle-degree infla- 
tion, and the inflation rate in urban areas has become a 
double-digit one. Under this situation, interest should no 
longer be calculated by the money interest rate (or called 
nominal interest rate), but should be calculated by a real 
interest rate. When inhabitants buy houses, they have to 
use funds. The amount of interest paid for the use of 
these funds should be determined by the real interest 
rate, not the money interest rate. 


Of course, the price of houses should not be set too high. 
Even under the situation that demand has seriously 
exceeded supply and prices will exceed the costs, there 


FBIS-CHI-88-195 
7 October 1988 


will also be a rational quantity limit governing the 
difference between the price and the cost. Therefore, we 
can determine the price of a house by adding the average 
profit or an amount higher than the average profit to the 
individual cost of construction enterprises which have a 
low level of construction technique, a low laboring skill 
level, and a poor management level. If the prices of 
houses are set too high, two problems will emerge: 1) An 
absolute majority of the staff and workers could not 
afford to buy houses; they could only “bemoan their 
inadequacy in front of the houses.” 2) If the price of 
houses are too high, rents also will become too high. This 
is ~ — h the state, enterprises, and individuals can- 
not afford. 


In order to encourage individuals to buy houses, it is 
essential to set appropriate and favorable prices. How- 
ever, it is not sensible to sell houses at cheap prices. This 
is because the state will lose a large amount of funds and 
add a heavy burden to the state’s finance. If houses are 
sold cheaply, this will only benefit a small group of 
people who use power to gain private benefits and use 
relations to achieve their targets before others. Viewed 
from a long-term angle, the main adversities of selling 
houses at cheap prices are: On one hand, because the 
selling prices are lower than the construction cost of 
houses, part of the investment in building the houses 
could not be recovered. In this case, it is inevitable that 
the construction of houses will shrink, and the supply of 
houses will decrease. On the other hand, if the selling 
price of houses is set too low, vicious expansion in the 
demand of houses will be brought about, and the phe- 
nomenon of reselling houses for profit will also emerge. 
Therefore, the problem of the housing shortage could not 
be effectively alleviated and solved. 


In order to promote the selling of state-owned houses, 
rents should be set high, and must be increased in one 
single step. If the rents are increased in steps, then before 
the rents reach the desired high level, buying houses is 
still less worthwhile than renting. As a result, a rapid 
development in selling state-owned houses could not be 
achieved. 


National Symposium on Economic Reform Opens 
OW05 10171188 Beijing XINHUA in English 
1519 GMT 5 Oct 88 


[Text] Beijing, October 5 (XINHUA)—A national sym- 
posium began here today to discuss theories of the 
economic reforms that have been going on in China for 
ten years. 


It is sponsored jointly by the Propaganda Department of 
the CPC Central Committee, the State Commission for 
Restructuring Economy and the China Academy of 
Social Sciences. 


Participants will review and summarize those theoretical 
breakthroughs concerning the reforms, especially the 
basic theoretical issues on the economic restructuring. 
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They will also discuss how to overcome those problems 
thao have emerged in the course of the reforms. 


According to an organizing official, the sponsorers hope 
that the meeting will help provide the theoretical basis 
for working out long- and medium-term plans on the 
economic restructuring. 


In addition to the basic theones of the reforms, papers 
presented to the symposium deal with the price, wage, 
finance and taxation reforms and the nationwide 
endeavor to build a foreign market oriented economy. 


Results of Survey on Economic Situation Issued 
HK07 10034488 Beijing JINGJIXUE ZHOUBAO 
in Chinese 11 Sep 88, p 3 


[Article by Wu Minglu (0702 2494 4845) of the China 
Science and Technology Promotion and Development 
Research Center: “An Economic Situation We Should 
Not Be Optimistic About”—first paragraph is JINGJI- 
XUE ZHOUBAO introduction} 


{Text} The first half of the year is over. Although 
Statistics indicate that new achievements have been 
made in various economic areas, there are, if we analyse 
objectively, many problems in the overall economic life 
that deserve serious attention. It will benefit the eco- 
nomic development in the coming six months and next 
few years to highlight and try to work out these prob- 
lems. 


Industry: Imbalance and Worsening Contradictions 
[subhead] 


The total national industrial output value increased by 
17.2 percent in the first half of the year, the second 
highest growth next to 1985 over the past 10 years. 
Whether it is genuine or not, this high growth has created 
problems, intensified the aleady existing contradictions 
and worsened the imbalance. 


First, the imbalance in the product mix. The high growth 
rate has caused an even more serious shortage of raw 
materials, energy and transport. Manufactured products 
that consume raw materials in the manufacturing pro- 
cess like color television, domestic refrigerators, automo- 
biles and internal combustion engines grew by more than 
30 percent. But the growth rate of major materials such 
as pig iron, steel, and 10 nonferrous metals of steel 
products was below 10 percen*. On the energy front, raw 
coal and crude oil production did not reach half the 
quantity of the annual plan. The growth rate of gasoline, 
diesel oil and natural gas was less than 3.5 percent, far 
below that of the total production value. For transport, 
the growth rate of cargo transport and turnover is around 
one-third of the total production value. 
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Second, imbalance in developments among different 
areas. In the first half of the year, the total industrial 
Output value of Jiangsu, Shandong, Fujian and Guang- 
dong Provinces grew by 24 to 31 percent respectively, far 
exceeding the national growth level. But Guangxi, Liaon- 
ing, Inner Mongolia, Heilongjiang Provinces and Tianjin 
grew only by 9 to 12 percent, lagging far behind the 
national level. Shanghai and Hainan were p. ticularly 
low, with growth rates respectively at 4.9 and 0.1 per- 
cent. 


Third, imbalanced industrial and agricultural produc- 
tion. High industrial growth rate has coexisted with the 
sluggish climb of agricultural production, widening the 
gap between the two and increasing pressure on the 
latter, and will work against a coordinated and stable 
development of the national economy. 


Fourth, imbalance between speed and economic returns. 
There are serious wastaje and vast energy and material 
consumption in industrial production. Grave industrial 
accidents have increased. Total labor productivity in 
industrial enterprises rose by 8.8 percent—far below the 
growth rate of the total value of industrial output. And 
while the enterprises’ realized pre-tax profits grew by 
12.3 percent, retained profits grew by as high as 15.5 
percent. Since the contract system was put into effect, 
enterprises have been only responsible for contract 
projects and as a result economic short-term behavior 
has become more serious. Between January and April, 
out of 92 quality indexes in key industrial enterprises, 42 
of them, or 45.7 percent, declined when compared with 
the same period last year. Material-consuming indexes 
on 104 unit products indicated that 50 of them, or 48 
percent, had increased in material consumption com- 
pared with the same period last year. Heavy consump- 
tion of production materials and rising costs have 
incurred increasing losses for enterprises. In the first 5 
months alone, 19 percent of budget-listed industrial 
enterprises suffered losses, the total amount of which 
was comparable to the entire 1985 level, and represented 
a 20.1 percent rise over the same period last year. 


Finance: High Deficits Continued [subhead] 


There was a better control in the state financial budget- 
ing and a faster state revenue growth in the first half of 
the year. But state expenditure grew faster than reve- 
nue—it was much faster at local levels—which was one 
of the important factors causing an imbalance between 
the total demand and supply in society. In the first half of 
the year, the state financial expenditure grew by 10.9 
percent compared with the 0.7 percent growth rate in 
financial revenues. And local financial expenditures in 
average grew by 18.3 percent compared with the same 
veriod last year. In several localities the growth was as 
much as 30 percent, far exceeding the state financial 
revenue growth. 
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In particular, a key item in this year’s expenditure 
tightening program was administrative expenditure. But 
not only did it not contract, it actually increased by 16.1 
percent compared with the same period last year. Cash 
outlays from bank administration and enterprise man- 
agement was up by 46.5 percent. Administrative expen- 
ditures and the expansior of social groups’ purchasing 
power are the material bases which made possible wast- 
age, lavish spending and corruption. The governmeni’s 
honest image will be tarnished. 


If we can reflect on the lesson of 1985, we will have a 
Clearer understanding of the current financial situation. 
At that time, the state financial revenues were relatively 
good, and government was over optimistic in evaluating 
the situation. Some additional expenditures were ear- 
marked and the whole expenditure budget was accord- 
ing! expanded. So much so that the whole scheme ran 
out of control, leaving financial work in the following 
few years little room to manoeuvre—there was close to 
10 billion yuan of deficits in 1986 and 1987 consecu- 
tively. It is estimated that this year’s deficit will be in the 
region of 8 billion yuan. 


Banking: The Big Gap in the Imbalance Between 
Demand and Supply [subhead] 


The banking situation is more serious. The obvious 
increases in loans and cash outflows are one big gap that 
has created imbalance between the total demand and 
supply in society. 


There were relatively large increases in bank loans. 
Various bank loan items increased by 55.7 billion yuan 
early this year, 43.6 billion yuan more than the same 
period last year. Among the increases, loans on circulat- 
ing capital expanded more, at 33.2 billion yuan. In the 
same period last year, such loans shrank by 6 billion 
yuan. Such vast increase of loan amount is unprece- 
dented. In the first half of the year, the state planned to 
retrieve 20 to 25 billion yuan of loans but obtained only 
7.68 billion yuan. What should have been retrieved was 
not. By late June, the difference between bank deposits 
and credits had reached 227.3 billion yuan, up 45.8 
billion yuan compared with the same period last year. 


The growth of bank cash outflow is faster than inflow 
and as a result money is released onto the market earlier 
than scheduled. In the first half of the year, bank cash 
outflow grew by 45.9 percent, more than the 40.7 percent 
growth in cash inflow. After subtraction, there was 8.86 
billion yuan net money supply in the first half of the 
year; while in the same period last year, there was 8.3 
billion yuan of money withdrawn from the market. By 
the end of June the growth rate of money circulated in 
the market had reached as high as 35.9 percent. So much 
money in supply—and so early—shows that there are 
very abnormal factors in our economic life. 
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Excessive growth in consumption fund outflow is the 
leading cause in increased money supply. In the first half 
of the year, cash outflow for worker wages from banks 
and personal expenditures by individuals reached 142.5 
billion yuan—up 23.7 percent—in which bonuses for 
workers increased by almost 50 percent, far higher than 
the economic growth rate. The total national worker 
wages increased by 17.2 percent, far higher than the 
labor productivity growth rate. Personal income growth 
far exceeds productivity and economic growth—this 
problem has existed in our country for many years and it 
is the leading cause in the imbalance between the total 
demand and supply in society. 


Agriculture: Grain Production Plan Difficult To Com- 
plete [subhead] 


In the first half of the year, the prices of agricultural 
production materials increased Sy 13.3 percent, among 
which chemical fertilizer was up 19.3 percent, pesticide 
and agricultural machinery for chemicals 21.2 percent, 
and agricultural plastic sheeting 57.6 percent. The range 
of price increases was so large that purchase of these 
items became difficult. And this has seriously affected 
grain production. Furthermore there were some natural 
disasters. All these made summer grain production fail 
to reach the predicted quotas. This year’s grain produc- 
tion level stayed the same as the last year’s. 


Lack of coordination between industrial and agricultural 
production has grown increasingly serious in the rural 
economy. Last year, nonagricultural output value was 
greater in proportion than agricultural output value. 
Though in the first half of this year summer grain 
production was not as good as expected, still, the 
increased proportion was unexpectedly great: Total 
value of industrial output of township-based industries 
soared by 32.8 percent, and that of industries based in 
villages and below showed an increase of over 30 per- 
cent. 


Because the comparative advantage of grain farming is 
low, peasants are not enthusiastic about it. This year 
sown areas of cash crops were considerably expanded, 
among them cotton by more than 7.3 million mu, sugar 
by more than 3 million mu, and spring- sown flue-cured 
tobacco by more than 5 million mu. But autumn grain 
areas were reduced by more than 10 million mu. 


Moreover, the southern areas suffered a season of bad 
weather, which severely affected the sowing of early 
season rice and its production may fall as a result. To top 
it all, summer grain did not increase in production. So in 
order to reach the annual target of 410 million tons of 
grain production, autumn grain will have to increase 
production by 7.5 million tons. However, as the autumn 
grain seeding areas have much declined—especially the 
areas for high-yielding crops like corn and potatoes, as 
peasants are not enthusiastic for autumn grain produc- 
tion amid rising prices of agricultural production factors. 
Because it is difficult to predict the weather, it is difficult 
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if not impossible to attain increased production in 
autumn grain. As a consequence, the annual grain pro- 
duction plan may fall through. If this happens, it will 
result in 4 consecutive years, from 1985 to 1988, of grain 
production failure to reach the projected target. On the 
other hand, the national population over the last 4 years 
has increased by more than 60 million people. Our food 
quantity per head has long been lower than the world 
average. Given the present situation, the contradictions 
between food demand and supply will be heightened. 


Market: A Relatively Big Gap Between Demand and 
Supply [subhead]} 


In the first 6 months of this year, the growth rate of net 

total commodity purchase was lower than that of total 

retail sales by 2.2 pescent. The growth of commodity 

total purchase lagging behind that of retail sales has 

widened the gap between the market demand and sup- 

ply. This is one important reason why there are price 
ikes. 


Despite government’s strictest control, the first half of 
the year, purchasing power of social groups still 
increased by 19 percent. The goal of an annual 20 
percent cut in social purchasing power can hardly suc- 


Stock reserves of major consumer products are deplet- 
ing. By late June, of 29 major consumer product stock 
reserves, 20 of them had dropped in varying degrees; 
except grain, pork, aquatic products, cigarettes, wine, 
embroiderie., automobiles, color televisions and refrig- 
era.ors, whose stocks had gone up as compared with 
same period last year. Among those whose stocks have 
dropped, sugar was down 42.3 percent, soap 34.5 per- 
cent, washing powder 33.8 percent, and salt 20.2 per- 
cent. All these commodities falling in stocks are being 
supplied either on coupons or at different levels of 
increased prices. All these have created new disturbances 
in the market. 


Price: Steep Rise and Wide Effects [subhead] 


Since the beginning of this year, commodity retail prices 
have risen steeply, much affecting the people’s liveli- 
hood, and this has evoked much controversy. From 
January to June, the aggregate retail price in the whole of 
society rose by 13 percent as compared with the same 
period last year, the biggest jump over the last 10 years. 
The extent of price hikes in a large and medium-sized 
city was even larger. The price index of workers’ living 
expenditures in 32 large and medium-sized cities went 
up by 14.4 percent on average, in which the retail price of 
consumer products was up 15.2 percent. A new feature in 
this round of price hikes was the wide range of products 
involved. Despite the government’s explicit order that 
people must not follow examples in raising their prices, 
over 90 percent of commodities take on different degrees 
of price increases. Not only did the food prices stay at a 
high level, other commodity prices—particularly daily 
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export trade, profits retained in the enterprises have 
decreased. 


of Foreign Capital Increases 
HK0610152688 Hong Kong ZHONGGUO TONGXUN 
SHE in Chinese 0914 GMT 3 Oct 88 


ee Se SP Saiey Saates Gan Cunyp 
‘apital This Year"] 


NATIONAL AFFAIRS 


Returned Overseas Chinese Invest in 
OW0710102688 Beijing XINHUA in English 
1539 GMT 6 Oct 


(Text) Beijing, October 6 (XINHUA)—Returned Over- 
seas Chinese have helped start 34,000 enterprises in the 
country, a spokesman for the All China Federation of 
Returned Overseas Chinese said here today. 


These have a combined capital investment of 487.26 
million yuan (131.7 million U.S. dollars), employed 
450,000 workers and yielded 232.94 million yuan (63 
million U.S. dollars) in net profits last year. 


Organizations of returned Overseas Chinese in Guang- 


dong and Fujian Provinces have the local govern- 
ments acquire four billion U.S. dollars in direct foreign 
investment. 

Official Views Development of Private Economy 


OW0710012188 Beijing XINHUA in English 
1533 GMT 6 Oct 88 


(Text) Beijing, October 6 (XINHUA ina’s 115,000 
privately-owned enterprises have jobs to more 
than 3.6 million people, according to the figures released 
by the end of last year. 


Ren Zhonglin, director of the State Administration for 
Industry and Commerce, said that this clearly signifies 
the important role such enterprises play in expanding 
employment and shifting an excessive labor force from 
farm production to non activities. 


But, he said, “It also shows that these enterprises are still 
in the primary of development, and their roles are 
far from being ‘ully initiated.” 


China's national economy was formerly dominated by 
public ownership. But today the country's newly- 
emerging concept of private ownership has become a 
major factor in Chinese economic life. 


of a private economy within the scope set up by the law, 
and that the government protects the legal right of 
private ownership. 


“This indicates that it is China's long-term principle to 
develop a private economy—in the primary stage of 


He said that more than 80 percent of the country's 
privately-owned en are located in rural areas. 
About 83.45 percent of their workers are former farmers 
and their funds account for 83.6 percent of total Chinese 
business earnings. 
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According to the director, the business activities of the 
a enterprises involve mostly labour inten- 

sive professions. Industries such as handicrafts, trans- 
port and building make up for 81.78 percent of the total. 
About 87 percent of the workers are engaged in these 


professions, he said. 


At present, each private enterprise is officially allowed to 


employ i of eight employees, but the 
aby qte- pea — 


Approximately 70 percent of private enterprises 

less than 22 workers, ten percent have more than | 
employees, and some private firms reportedly have as 
many as 1,000 people on the payroll. 


000 
-—»' |} #-, Y-—-4 - & 
about 50,000 there are companies controlling 
thousands to more than a million 


Many analysts hold the view that China is still only in 
the primary stage of socialism, the director continued, 
thus the feeling is that because of the country's backward 


prises can no longer meet the growing needs of the 
population. 


The opinion is growing among economy-watchers that 
any form of ownership should be encouraged as long as it 
is beneficial to production, Ren said. 


Discussing the characteristics of China's private econ- 
omy, the director pointed out that it is different from 
both the traditional capitalist economy and the private 
Chinese economy during the early days of New China. 


He pointed out that the new breed of Chinese managers 
are specialists in the development of a commodity econ- 
omy, which, however, will remain under the influence of 
public ownership. 


Thus most of the profits, privately earned, are 

still used to expand overall ion and serve to aid 

ys meee of a socialist commodity economy, 
en 


Ni Zhifu Views Chinese Trade Unions’ Role 
HK0610143488 Beijing ZHONGGUO XINWEN SHE 
in Chinese 1352 GMT 5 Oct 88 


Report by Wang Xiaohui (3769 2556 2547): “China's 
rade Unions Plan To Enter the State Decisionmaking 
Field on Their Own Initiative”) 


— Beijing, 5 Oct (ZHONGGUO XINWEN SHE)— 
A trade union should not be like a club concerned only 

about such matters as playing Ete thee 0 atanbethoed 

seeing movies. Nor should it be like a 

Pip tt —s-p th 1» — 

than 90 million members. Ni Zhifu, President of the 
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All-China Federation of Trade Unions, said today: Chi- 
nese trade unions will enter the decision-making field at 
all levels on their own initiative and take part in the 
formulation of state policies. 


At the 13th CPC National C , Zhao Ziyang 
referred to trade unions as the most important social and 
political organizations. However, it will take deeper 
reflections to make Chinese trade unions conform to 
reality, to genuinely shake off their “bureaucratic airs,” 
and to become the representatives of the interests of 
workers and staff members. 


Today, Ni Zhifu, who was from among the 
workers, said to the delegates attending the 6th Meeting 
of the 10th Executive Committee of the All-China Fed- 
eration of Trade Unions, that the participation of trade 
unions in state decision-making should be raised to a 
new height. 


Democratic participation by trade unions is the world’s 
trend today. When the term “participate in and discuss 
> and political affairs” was first mentioned a 
years ago, quite a few people shook their heads. 
Today, however, according to Ni Zhifu, it has been 
universally accepted by people with pleasure. 


According to data supplied by the All-China Federation 
of Trade Unions, trade union activities that participate 
in and discuss government and political affairs should be 
conducted at many levels and through numerous chan- 
nels and forms. The principal one is that trade union 
Organizations should participate in the leading bodies, as 
well as attending the necessary meetings, of governments 
at all levels and enterprises on important reforms relat- 
ing to the interests of workers and staff members and 
participate in the formulation and implementation of 
important policies, statutes, and plans. 


This reporter has learned that trade union personnel 
have participated in the formulation and revision of 
important Chinese laws, such as the “Enterprise Law,” 
“Insolvent Law,” three regulations on the enterprise 
leadership system, four provisional regulations on 
reform of the labor system, and provisional regulations 
on the contract and leasing systems. Trade unions have 
also participated in the work of studying and formulating 
major reform policies involving the immediate interests 
of workers and staff members, such as labor wages, 
prices, and housing. They joined the relevant leading 
bodies and participated in the study of political restruc- 
turing in China. 


On the eve of the reelection of 10th executive committee 
of the Federation of the Trade Unions, Ni Zhifu 
reviewed the work of the federation over the last 5 years, 
holding that it can still console itself for its achievements 
in participating in and discussing government and polit- 
ical affairs. But reform of the trade unions has just 
started and actual results have not been quite satisfac- 
tory. He said that more efforts will be made and more 
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arduous work will be carried out to match the name of 
trade unions with the reality that they are the most 
important social and political organization in China. 


The executive meeting will last 5 days. The meeting will 
discuss and approve various documents, such as the 
“Resolution on the Basic Ideas for Trade Union 
Reform,” elect more members to the 10th executive 
committee and the presidium and more vice presidents 
to the All-China Federation of Trade Unions, and 
approve the proposed list of members of the credential 
committee for the | 1th trade union national congress. 


Unions Urged To Support Reform 
OW05 10191888 Beijing XINHUA in English 
1613 GMT 5 Oct 


[Text] Beijing, October 5 (XINHUA)—AIl trade unions 
in China were urged here today to use their influence to 
encourage the participation of their members in mea- 
sures designed to help the government tackle economic 
problems. 


Speaking at the opening ceremony of the sixth meeting of 
the Executive Committee of the 10th Ail-China Federa- 
tion of Trade Unions (ACFTU), Federation President Ni 
Zhifu said: ‘“‘We should actively join the current inves- 
tigations of prices, financial and tax affairs under a 
unified plan by the party and the government.” 


Ni also said that “trade unions in enterprises should 
co-operate with their administrations in social develop- 
ment.” 


Referring to the further reform of enterprises and the 

promotion of business efficiency, Ni said that a mutual 

benefit system should be created between workers and 

a in order to kindle the enthusiasm of the 
ers. 


“It will be a guiding principle of trade unions to create 
such a system by exploring the development and further 
reform of enterprises,” Ni said. 


He called on trade unions to support the authority of 
enterprise while at the same time continuing 
to protect the democratic rights of the workers. 


Ni also asked trade unions to help promote socialist 
and social dialogue, which will offer workers 
the opportunity of expressing their opinions. 


The six-day meeting of the Executive Committee is in 
preparation for the 11th ACFTU Congress, which is 
slated to take place later this month, and is being 
attended by more than 100 leaders of local trade unions 
from across the country. 
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Union Leaders Elected 
OW0710050588 Beijing XINHUA in English 
1608 GMT 6 Oct 88 


[Text] Beijing, October 6 (XINHUA)—Trade unions in 
China have grown stronger in the course of economic 
restructuring, a spokesman of the All-China Federation 
of Trade Unions said here today. 


At the end of last year, the country had 380,000 grass- 
roots trade unions with 540,000 organizations under 
them, 100,000 more than in 1982. 


The trade unions had a membership of 100 million, 
accounting for 89.7 percent of the country’s total workers. 


Now almost all units with conditions for establishing 
trade unions have trade unions. 


Trade unions have also been set up in rural factories, 
Sino-foreign joint ventures, co-operative and foreign- 
funded enterprises. 


The rural factory trade unions number 12,000 and of the 
4,000 foreign-funded enterprises, !,000 now have trade 
unions. 


Rapid development of unions has also been registered in 
research, culture, public health, party and government 
institutions. 


In the trade unions, the former de facto appointment of 
leaders is being replaced by democratic election. 


Papers Cited on Thousands Looking for New Jobs 
OW06 10073288 Beijing XINHUA in English 
0304 GMT 5 Oct 88 


{Text} Beijing, October 6 (XINHUA)—Thousands of 
office workers are looking to get better jobs in industry, 
according to an article in today’s “PEOPLE’S DAILY.” 


Recently, two energy corporations in Chengdu, Sichuan 
Province, advertised 50 vacancies for which they were 
inundated with applications. The paper said that most 
were engineers, teachers and managers. 


Intellectuals are attracted to industry which has a better 
reputation for efficiency, higher salaries and job pros- 
pects than government posts, the paper said. 


Government organizations, the paper said, are over- 
staffed and burdened by the practice of promotion by 
seniority rather than merit. Younger workers complain 
that they are stifled by lack of opportunities to succeed. 


The way to solve this problem is to treat knowledge as a 
commodity and for educated people, as producers of 
such commodity, to join the market competition, the 
paper quoted an official as saying. 
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Workers Change Jobs for More Money 
OW06 10205588 Beijing XINHUA in English 
0754 GMT 6 Oct 88 


Text] Beijing, October 6 (XINHUA)—Many white col- 
ar workers are leaving their offices to work in factories 
and enterprises where they can earn more, according to a 
signed article in today’s “GUANGMING DAILY.” 


According to a recent survey in Beijing, the average 
monthly income last January for factory managers, tech- 
nicians, office workers and teachers was 172 yuan. In the 
same month, the average for blue collar workers and 
shop assistants was 10 yuan higher. 


The survey also found that blue collar workers often 
obtain more in bonuses, subsidies and money from other 
sources than intellectuals, the paper said. 


There is a sharper gap between people of the equivalent 
seniority, but with diffent educational backgrounds a 
technician with a secondary education earns 25 yuan less 
than a worker with a junior middle school education. 


The paper quoted statistics showing that the average 
monthly income is 128 yuan for office workers, 136 yuan 
for teachers and 157 yuan for scientific research workers. 
Against that, the average monthly income is 183 yuan for 
bus conductors and postmen, 190 yuan for shop assis- 
tants and 220 yuan for construction workers. 


As a result, many graduates and post-graduates are 
leaving university early to go into commerce. More than 
40 million children of school age have left school to work 
in the fields or to work as shop assistants. 


Article Discusses Merits of 5-Day Work System 
HK05 10124688 Hong Kong ZHONGGUO TONGXUN 
SHE in Chinese 0958 GMT 4 Oct 88 


[Article by Yi Lan (0122 5663): “Can a 5-Day Work 
System Be Practiced in China?”’} 


[Text] Of more than 100 million urban workers on the 
mainland of China, about 20 or 30 million people have 
practically nothing to do. With this situation in mind, 
Zhao Ziyang recently stressed: ‘“‘We would rather give 
redundant workers pay than keep them on the staff. Do 
not let them muddle along.” 


In the SHANGHAI GONGYE JINGJI BAO [Shanghai 
Industrial Economic Paper] in the middle part of last 
month, it was revealed that Zhao Ziyang said the above 
in listening to briefings by some enterprises. Before this, 
Zhao Ziyang had on many occasions said that we must 
solve the problem of superfluous enterprise workers at 
an early date. However, the mainland is unlikely to 
dismiss workers on an extensive scale as a way to solve 
the problem of redundancy. Zhao Ziyang’s claim about 
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“rather giving redundant workers pay” also shows that 
the Chinese Communists want the protection of workers’ 
basic life as a prerequisite for the solution of this 


Poor enterprise performance is a “restraining factor” 
responsible for the absence of enterprise vitality. With 
most of the enterprise workers being superfluous, man- 
agement can hardly be put on the right track. People 
have little to keep them occupied and mutually pass the 
buck. They have the least passion for work. Official 
statistical data shows that reform has achieved actual 
results in many respects. In the past 10 years, there has 
been no reversal of the bad situation marked by “redun- 
dancy and low efficiency.” There has, on the contrary, 
been a trend toward its development. 


More than 2 years ago, the China Scientific and Techni- 
cal Development Research Center started studying the 
“1 ibility of a 5-day work week system, and surveyed up 

1,000 enterprises and businesses. The center recently 
aaleaa another survey. It confirmed that the 5-day 
work system “is practicable in some enterprises and 
tertiary industries.” A scientific research department 
under Xiamen City started introducing in the middle 
part of this year a “five-day, one-day, and one-day” work 
system. This means that 5 days are devoted to working in 
a given department, one day is allowed for moonlighting 
(with self-kept income),”* and one day is assigned to rest. 
The move is chiefly aimed at improving the income of 
scientific and technical personnel and letting technology 
be applied to society. However, it means a 5-day work 
week system in its budding stage. 


At present, the mainland suffers from an acute shortage 
of electricity for industrial purposes. Many enterprises 
have been forced to “operate 5 days and close shop two 
days” and even “operate 4 days and close shop 3 days.” 
With a 5-day work week yet to be officially announced, 
workers still must report for work 6 days a week. As a 
result, they have developed a bad habit of laziness. 
Meanwhile, this has also added to the burden on urban 
public transportation. 


After experiments, the 5-day work week system can be 
gradually introduced, depending on concrete conditions. 
Officials of a labor department of China predict that in 
the coming 5 years, the mainland will have to face the 
pressure of placing 50 million people looking for work. 
This will further aggravate the situation of “having 
nothing to do while on the job.” 


Makes More Responsible 
OW06 10041088 Beijing XINHUA in English 
1234 GMT 5 Oct 88 


[Text] Beijing, October 5 (XINHUA)—A share-issuing 
company has cut a conspicuous figure among enterprises 
in Shanghai, China’s largest industrial city, the 
‘“PEOPLE’S DAILY” reported today. 
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Since the issuing of 25 million yuan-worth of shares to 
Organizations and individuals, the employees of the 
city’s Feile Company Ltd, which produces electrical 
audio appliances, have been working harder as most of 
them are shareholders themselves, the paper said. 


Unlike the previous practice in which the state was 
responsible for losses and gains of enterprises, the new 
system has made everyone in the company feel they work 
for themselves, the paper said. 


However, the state still holds 50 percent of all the shares, 
institutes hold 40 percent and individuals, 10 percent, 
the paper reported. 


“Previously, you just relied on the state and asked the 
people at higher levels for the money you needed. But 
now you have to depend on yourself to accumulate funds 
for development, and that is the difference,” the com- 
pany manager was quoted as saying. 


According to the manager, the company has witnessed its 
Output value and profits increase in the past year and all 
shareholders received dividends, the paper said. 


Organization, nt Joint-Stock Groups 
HK0710044188 Beijing JINGJI GUANLI in Chinese 
No 7 1988 pp 28-47 


[Article by Ji Peng (4764 7720), edited by Xu Xiaojiu 
(1776 1420 3773): “Organization and Management of 
Joint-Stock Groups”’} 


[Text] Development of the lateral economic combina- 
tions and deepening of the reform of the economic 
structure have caused a new form of enterprise organi- 
zation—enterprise groups—to speedily grow and 
develop. According to incomplete statistics, the number 
of enterprise groups alone registered at the industrial and 
commercial bureaus at various levels is already nearly 
2,000 units. Adding to this the number of “groups” 
which have not gone through any legal procedure, the 
total number cannot be less than 10,000. Development 
of the enterprise groups not only is an immense challenge 
to the old structure but also possesses an important 
significance in probing into the reform of the ownership 
system and nursing and developing new forms in indus- 
trial organizations. 


However, many problems still exist in the development 
of enterprise groups. First, the concept of a group is not 
clear, the groups have different patterns, and their legal 
status is rather indefinite. Certain groups which have 
already obtained legal status have displayed the condi- 
tions of the redundant registration of assets and the 
co-existence of legal entities at many levels. Certain 
groups which have not yet attained the status of legal 
entities, though appearing united in appearance, really 
differ internally in spirit and seem to have existed in 
name only. Second, it has been difficult to set up the 
corresponding management structures and management 
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measures over the enterprise group organizational 
forms. Regarding such sensitive problems as the prop- 
erty relations, distribution of power and distribution of 
interests inside the groups, there are no rational and 
effective measures to solve them. As a result, the great 
majority of the enterprise groups, after having put up 
their company “signs,” have immediately fallen into a 
state of stagnation and are unable to proceed further. 
Third, facing the ever-changing stature of the groups, the 
relevant departments of the government have found it 
difficult to formulate standardized economic policies 
and unified management statutes. 


Generation of the above-mentioned problems reflects 
that the theoretical researches on the groups have fallen 
seriously behind the actual practices. In particular, the 
researches on group organization and management the- 
ories have been especially weak. In order to quickly 
complete the transition of the enterprise groups from 
being multidimensional and disorderly to being stan- 
dardized and orderly, the writer will attempt to draw 
certain understandings of the planning of the organiza- 
tional programs of the Jialing Motor vehicles group and 
the Changcheng computer machines group and offer 
certain tentative views and suppositions in the hope that 
this may attract attention to research on the organization 
and management of the groups. 


I. Ideal Pattern of Enterprise Groups: Joint-Stock Groups 
[subhead] 


1. The joint-stock system of legal entities is the basis of 
enterprise groups. As everybody knows, to a very large 
extent the growth and development of enterprise groups 
in China originated from the enlightenment of enterprise 
groups in Japan and concerns in European and Ameri- 
can countries. Be it in Japan or in developed countries in 
the West, the formation of enterprise groups or concerns 
takes ownership relations as the fulcrum, and capital in 
the form of stocks and shares as the combining tie. 
Enterprise groups are frequently built on the basis of a 
joint-stock system of enterprise legal entities or financial 
legal persons, that is, legal persons as the share holders 
and holding the shares of the other constituent members 
of the enterprise group and thus forming joint-stock 
groups. Naturally, in Western countries there also exist 
the usual run of enterprise combination bodies. They 
either emerge as a specialized cooperation in production 
and have the objective of lowering the transaction 
expenses of the individual plants or stor2s or start from 
operation and have the objectives of demarcation of 
markets, fixing cooperative prices and avuiding compe- 
tition in a blind manner. Cartels and syndicates are 
instances of such kinds of organizations. The formation 
of the usual run of enterprise combination bodies take 
the relationship of creditor rights as the fulcrum and 
agreements or contracts as the joining link. This is 
entirely different from the fulcrum and connecting link 
of enterprise groups. 


A study of the history of development of enterprises in 
Western developed countries reveals that enterprise 
groups are the results of the deepening development of 
enterprise combination bodies. They have effected a 
transition from combination in contractual form to 
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combination in capital. Mutual participation in share- 
holding is the principal measure of forming enterprise 
groups while the system of share-holding by legal entities 
is the basis of the enterprise groups. 


2. The reality of the formation of joint-stock groups in 
Our country. 


First, more and more people have in theory come to the 
belief that the share-holding system should not be the 
“patent” of capitalism, that even less does it belong to 
the same status as the private ownership system, and that 
the stock-holding system is the natural product of the 
development of commodity economy. This in effect 
builds the ideological foundation for the practice of the 
share-holding system in our country. 


Second, in actual practice, currently in our country the 
economy of the share-holding system has been generated 
in a large quantity. It is already a fairly common form for 
enterprises under different subordinate relationships in 
different departments and localities to carry out joining 
of capital and joint operation by means of the share- 
holding system. Under the role of the market mecha- 
nism, a mechanism of voluntary combination and com- 
pulsory merging is being instituted. Recently in large 
cities and towns the phenomena of enterprises “pur- 
chasing” enterprises have successively appeared. In cer- 
tain cities and towns markets for ownership rights have 
made their appearance. All this has provided a good 
economic environment for the generation of joint-stock 


groups. 


In law and in policy, our country’s existing financial 
policy of “eating from separate kitchens” and “admin- 
istration at various levels” (making governments at 
various levels own definite properties) and the fixing of 
governments at various levels to have the status of legal 
persons, on the one hand determine the “pluralistic” 
nature of share-holders of state-owned properties and on 
the other hand realize the “‘personification” of the share- 
holders of state-own properties. Meanwhile the fixing of 
the status of legal persons of the enterprises makes it 
possible for the enterprises to mutually owning their 
respective shares. All this provides the legal basis for the 
generation of enterprise groups built on the foundation 
of the system of share-holding by legal persons. 


II. Pattern and Planning of Our Country’s Enterprise 
Groups of the Share-holding System (subhead] 


1. Definition and pattern of enterprise groups under the 
share-holding system. 


Based on a study of the enterprise groups in Western 
countries and taking into consideration the actual con- 
ditions of the planned commodity economy in our 
country, we may make the following definition of enter- 
prise groups under the share-holding system: a multi- 
layer economic combination organization formed 
through the establishment of the system of share-holding 
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by enterprise legal persons and by means of a linking 
bond whereby the enterprises participate in holding each 
other’s shares, entrust each other with operations, and 
sign long-term agreements giving each other priority and 
preferential treatment with one or several financially 
strong large enterprises as the nucleus. According to this 
definition we can form the following table or graph of 
enterprise groups under the share-holding system“ 


Enterprise Groups Under the Share-Holding System 
Scope of Share Combination Scope of Contractual Bondage 


Tight & Close Layer Semi-Tight & Close Loose & Scattered 


(Listed in Plan) Layer Layer (Listed in 
Plan) 

Nucleus Share- Share- Fixed Coopera- 

Layer Controlling Holding Layer tive Layer 

(Entity) Layer 

Constituted Constituted Constitued 

by Mother by Several by Certain 

Company, Sub-Com- Relevant Com- 

Certain panies panies 

Business 

Departments 

and Branch 

Companies 


2. Special features of enterprise groups under the system 
of share-holding. 


(1) Nature of being in layers. Share-holding groups have 
two kinds of combination ties. One of them is the capital 
combination tie in the form of shares, this being the 
principal line; the other is combination by contractual 
agreement possessing a long-term and preference nature. 
Based on this, it can be divided into four layers: the 
nucleus layer, the share-controlling layer, the share- 
holding layer and the fixed-cooperative layer. The first 
three layers are formed on the basis of the share-holding 
system while the fourth layer is built on the basis of 
legally effective contracts or agreements. Seen from the 
degree of the tightness of the combination, the nucleus 
layer is the entity portion of the group, and the nucleus 
layer and share-controlling layer constitute the close and 
tight layers of the groups; the share-holding layer is the 
semi-close or tight layer of the group; and the fixed 
cooperative layer is the loose and scattered layer of the 
group. 

(2) Nonlegal person character. A proup under the system 
of share-holding is composed of four layers: a certain 
number of mother companies, branch and sub-compa- 
nies, relevant companies and other enterprise combina- 
tions formed by contracts and agreements. Seen from the 
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law, mother companies, branch and sub-companies and 
related companies are all independent legal person enter- 
prises and the group general body is only a partnership of 
legal persons built on the basis of shareholding. It is 
neither an economic entity which is a unified tax-paying 
body and is solely responsible for profits and losses nor 
does it possess the full status of a legal person. 


(3) Its formation through reciprocal shareholding and 
reciprocal dispatch of cadres on the basis of the sharehold- 
ing system by enterprise legal persons. The group’s tight- 
and-close layer and semi tight-and-close layer enforce the 
shareholding system and, hence, between constituent 
members shareholding relations inevitably exist. These 
shareholding relations are carried out under the following 
two kinds of conditions: one type is shareholding of the 
pyramid shape, that is the group’s nucleus large enterprise 
acts as the dragon head and controls the shares of a number 
of constituent enterprises below; the other type is share- 
holding of an unequal circular shape, that is, the constitu- 
ent members of the group first demarcate their asset 
volumes into shares of an equal amount each, then 
exchange their share certificates, and then complete the 
procedure of conversion from unitary ownership to joint 
ownership of the shares, thus exhibiting the stature of “‘we 
and they having a share in yours and you and we having a 
share in theirs.” Naturally, this type of reciprocal share- 
holding is a mutual exchange of one-to-one not only 
between mother companies and constituent enterprises 
but also between the constituent enterprises themselves. 
This makes each and every joint stock enterprise have at 
least two legal person shareholders. By so doing, although 
the goods-in-kind assets of each constituent enterprise 
have not moved a step, a change has been made in their 
owners. This mutual exchange of shares is a prominent and 
special feature in the capital movements of developed 
commodity economies. 


The reciprocal infiltration of the ownership right leads to 
changes in the entrepreneurs or operators. This arises 
from the reciprocal dispatch of cadres on the basis of 
share control. When an enterprise becomes the legal 
person large shareholder of another enterprise, it will use 
its shareholding right to assign or dispatch board mem- 
bers (chairman) to the controlled enterprise, who will 
then carry out internal management of the enterprise 
under control, thus to ensure that its own assets can 
bring along larger benefits. 


(4) Enforcing the leadership management structure of 
the combination of the group’s board of managers with 
the board of directors of the mother companies (details 
seen in Part 4 of this article). 


(5) Taking the enterprise with the strongest competitive 
power as the “‘dragon head,” and carrying out operations 
on many products or serial products. Joint stock enter- 
prise groups employ the strategies of developing serial 
products and enforcing “‘multi-dimensional operations” 
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in relevant areas. This is their important distinctive 
feature in the structuring of products different from the 
rank-and-life enterprise bodies and enterprise series. 


(6) Establishing joint-investment companies. Due to the 
joint-stock groups possessing the innate economic liai- 
son of capital combination, inside the group financial 
enterprises play an important role. Hence, joint-stock 
groups should establish an internal investment company: 
on the one hand to merge funds, centralize their utiliza- 
tion, and grant serial loans to constituent enterprises; on 
the other hand, to invest in enterprises intimately related 
to the development of the group, develop new projects 
and expand the group's coordinating capacity. 


(7) Possessing a powerful and strong group supply-and- 
sales network. Joint-stock groups must possess powerful 
Operating functions. Particularly due to the small num- 
ber of commercial enterprises specializing in the han- 
dling of means of production, the enterprise groups must 
develo their own supply-and-sales network. It has three 
functions: |. Organizing the exchange of materials 
among the enterprises inside the group; 2. Purchasing on 
behald of member enterprises raw materials from out- 
side the group; and 3. Being responsible for the sales of 
the products of the member enterprises and promptly 
feeding back market news and information. Speaking in 
another sense, the group’s supply-and-sales network is 
the organizer of the group's flow of goods and flow of 
news and information. 


(8) Possessing trademarks and signs or signals identical 
with the common name of the group. Due to the adop- 
tion by the joint-stock groups of the strategy of opera- 
tions from many angles, hence when offering the new 
products to the market, the trademarks, signs and signals 
adopted should be identical with the name of the group. 
By so doing more people will know the name of the group 
and the competitive ability of the group’s products will 
be enhanced. But since the overall stature of the group 
does not have a legal person’s status and is still not 
entity-like, the group’s board of managers should closely 
watch the management of the tradmarks, strictly guard 
the quality factor and prevent the low-grade and crude 
products of a member enterprise from running the “good 
name” of the group as a whole. 


(9) Group’s tight-and-close layer can be subjected to 
separate listing [dan li 0830 0441] in the plan. Seen from 
the target and pattern of the commodity economy, in the 
markets enterprises should accept public control and 
Carry out competition on an equal plane, but seen from 
the actual practices in the reform, to reach such a stage 
there must still be a passage of time. At present, so that 
the state will not strangle the enterprises and at the same 
time is able to control well the products and major 
industries that have a bearing on the national economy 
and the people’s livelihood, it is necessary to include in 
the list of the plan certain large enterprise groups but 
because the relationship of the semi-tight-and close layer 
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and the loose and scattered layers of the joint-stock 
po is not stable enough, listing in the plan can only 
limited to the group’s tight-and-close layers. 


rca, of Joint-stock Enterprise Groups [sub- 


It can be seen from the pattern of joint-stock enterprise 
groups and the enumeration of its basic special features, 
that a joint-stock group is formed by many systems of 
companies. These company systems separately adopt the 
Organizational form of mother companies, branch com- 
panies and sub-companies (business departments) and 
related companies. A correct understanding of the eco- 
nomic and legal features and their reciprocal relation- 
ships is necessary to our research on the organization 
and management of the companies and the establish- 
ment of the organizational structure of joint-stock 


groups. 
1. Mother companies 


Mother companies refer to companies which by holding 
a definite proportion of the stocks and shares or assets of 
the other companies can in reality control their business 
activities. A correct understanding of mother companies 
requires a clear understanding of two relations: One of 
them is the relationship between a mother company and 
the chief company. Generally speaking, a mother com- 
pany has reference to the existence of branch [Zi 1311] 
companies while a chief company refers to the existence 
of sub-companies [fen 0433] If a company already has 
sub companies and at the same time has its own branch 
companies, then the company itself is one possessing the 
special features of being a mother company and a chief 
company. The other is the relationship between the 
motorh company and share-controlling company. People 
frequently believe that a mother company and a share- 
controlling company are one and the same thing, but 
strictly speaking there is a difference between a mother 
company and a shar controlling company. In law a 
share-controlling company is divided into two catego- 
ries: one category is a share-controlling company pure 
and simple; the purpose of its formation is to hold the 
shares (stocks) and other negotiable securities of its 
branch companies while itself it will not engage in other 
business activities. In the laws of certain countries, such 
as Luxemburg’s company laws it is stipulated thus: a 
pure and simple share-holding company, aside from 
holding its own office building, cannot possess any other 
land, cannot engage in any industrial and commercial 
activities and cannot conduct any direct transaction 
activities with its branch companies. The other category 
is known as the mixed share-holding company (or called 
a share-holding-business company). This category of 
companies, aside from holding the shares of the branch 
companies, also engages in production and business 
activities of a non-financial nature and takes part in 
commercial and trading activities. Like the telephone 
and telegraph companies in the United States, and the 
Matsushita Electrical Appliances Corporation of Japan 
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belong to this category of companies which along with 
controlling many branch companies also produce and 
deal in communications and electrical products. The 
concept of mother companies refers to the second cate- 
gory of share-controlling companies, that is the mixed 
share-holding companies. 


Seen from the actual conditions in our country, following 
the deepening of the reform of the currency management 
structure and of the government organizations, there has 
been an increasing number of various kinds of invest- 
ment companies of a specialized nature or of a compre- 
hensive nature run by the central government and the 
localities. In their economic and legal special features, 
these investment companies are very similar to pure and 
simple share-holding companies. But speaking from the 
joint stock enterprise groups mentioned in this article, 
the nucleus enterprise of a group not only should possess 
strong financial power to control the shares of their 
subordinate enterprises, but also they should possess the 
capacity to produce products (on serials thereof) that are 
highly competitive, such as the series of motor vehicle 
products of the Jialing group and Chang Cheng group’s 
computer machinery products (series). The mother com- 
panies of joint stock groups in our country should be 
share controlling companies of the mixed type and 
should be able to exercise control over their subordinate 
enterprises regarding both funds and products. 


2. Branch companies 


These refer to legal entity companies which are indepen- 
dent in law but which are subjected to control by the 
mother companies. Their independent nature is denoted 
in: the branch companies having their own names and 
regulations. They have their own statement of assets and 
liabilities, can independently call shareholders’ meetings 
and directors’ meetings, possess their independently- 
owned properties with which to bear the limited liabili- 
ties, and can in their own name carry out various kinds 
of economic businesses and civil litigation activities. 


Regarding the relations between mother companies and 
branch companies, the legal statutes of various countries 
differ from each other, generally there are four kinds: (1) 
company A can control over half of the share capital of 
Company B; (2) Company A owns sufficient share capital 
of Company B to effect majority decisions at meetings; (3) 
Ccumpany A in reality can control Company B’s board of 
directors; and (4) Company B is a branch company owned 
by a branch company of Company A. A company fulfilling 
any one of the above-mentioned conditions is ipso factor a 
branch company of Company A. 


By means of its status, a mother company can control the 
important business activities of its branch company, in 
various management matters and matters pertaining to 
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personnel. However, from the legal standpoint, a branch 
company is not a constituent part of the mother com- 
pany but is a legal entity solely responsible for its own 
profits and losses. 


3. Sub-companies and business departments 


The businesses of many | companies are scattered 
throughout various parts of the country and even in 
other countries. Legally and economically branch com- 
panies have no independent character and are not inde- 
pendent enterprise legal entities. This is concretely man- 
ifested in: that they do not have their own independent 
names, that they are called “certain sub companies” 
after the name of their head company, and that they are 
entrusted by the head company to develop business 
activities. They do not have their own separate rules and 
regulations and board of directors, no independent state- 
ments of assets and liabilities and all of their assets 
belong to the head company. For its part, the head 
company must be responsible for the sub-company’s 
liabilities, covering them with its own assets. Quite 
obviously, branch companies and sub-companies are 
totally different from each other in economic and legal 
status. 


It is worth mentioning that in the course of the formation 
of enterprise groups, people are frequently nuclear about 
the relationship between sub-companies and business 
departments. In reality, both are branch organs of the 
head office. The difference is that a sub-company is a 
legal concept and is recognized by laws of the different 
countries. Hence, when the head office decides to estab- 
lish branch organs outside the country or in other places 
of the same country, they usually hang up the signboards 
of sub-companies, have them registered as nonlegal 
entity enterprises in the industrial and commercial 
bureaus of the locality and obtain for them business 
licenses of the non-independent accounting sort. In 
many countries, the tax laws require that sub-companies 
must pay a circulation tax to the taxation department of 
the host country (or locality) while the income tax should 
be paid in a unified manner by the head office in the 
country (locality) to which it is subordinate. As for 
business departments, their concept appears in an enter- 
prise’s internal organization and management. They 
refer to production and operation units with a relatively 
independent nature demarcated inside the enterprise 
either with reference to products or localities. In law, 
business departments, like branch plants, are not recog- 
nized. Hence, when a head office plans to expand its 
scale of operations and in its place establishes branch 
organs, and since this is not related to the registration of 
a new enterprise and to the problem of paying tax 
separately, it usually resorts to organizing business 
departments. The nucleus of the organizationa! theory of 
business departments is the “system of business depart- 
ments,” that is a set of integrated management system in 
which a large enterprise internally carried ovt rationally 
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the combination of centralization of power and division 
of power. This system is entirely suitable to the manage- 
ment of sub-companies by the head office. 


4. Liaison companies 


This refers to companies whose shares are held by other 
companies but not in a sufficient quantity to effect 
control. In the enterprise groups in various Western 
countries liaison companies universally exist. But among 
the various enterprise groups they do not have a com- 
pletely unanimous standard regarding the ratio of sh.are- 
holding of the liaison companies. In the enterprise 
groups in Japan, the maintained standard is 10 to 20 
percent. Regarding the liaison companies in the joint- 
stock enterprise groups in China, the writer suggests the 
following definition: no concrete shareholding ratio need 
be fixed in case of companies whose shares are held by 
other companies but not in sufficient amount to reach 
the control limit. 


ce of Joint-Stock Enterprise Groups [sub- 


The internal management of joint-stock enterprise 
groups mainly comprises two phases: First, the group’s 
leadership structure and management form, principally 
referring to the relations between the mother company 
and the various member enterprises; and second, inter- 
nal management of the mother company, concretely 
referring to the relations of the centralization of power 
and division of power between the head office and the 
branch companies (business departments). 


1. Group’s leadership structure and management form. 


Joint-stock enterprise groups should adopt the leader- 
ship system of a combination of the mother company’s 
board of directors with the meeting of managers of the 
group. As a result of among the member enterprises 
internally in the joint-stock group possessing reciprocal 
liaison in capital and the joint interest relations derived 
there from, a basis is established for unified management 
within the joint-stock group. Especially in the case of 
groups in which the special feature of the vertical holding 
of shares is relatively obvious, the mother company’s 
nucleus position in the group is very prominent. This in 
turn naturally makes the mother company’s board of 
directors occupy the post of the highest management 
organ in the structure. The mother company, by means 
of its shareholding and sharecontrolling relationships 
affect and control the decisionmaking of the sub-compa- 
nies and the board of directors of the related companies, 
incluc, z the appointment and dismissal of the directors 
and managers of these conipanies, as well as their pro- 
grams of financial control and distribution of benefits 
and formulation of production and operation plans, in 
the end achieving the result of making the whole group 
Carry out united actions. 
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In the case of groups in which the special feature of the 
vertical holding of shares is not so clear-cut and the 
member companies showing a circular or round-about 
form in share holding, it is usually found that there are 
more than one large and powerful company inside the 
group. Thus, the status of a certain mother company 
unitarily and vertically holding the shares is not firmly 
established and in such a case there is need for the 
formation of a meeting of group managers comprising 
managers of the member companies of the group. In actual 
fact the meeting of managers possesses the functions of the 
group’s general shareholders’ meeting, that is, on the basis 
of the mutual holding of shares, despite the holders of the 
share rights are the shareholders of the enterprise legal 
entity, their respective managers represent them in exer- 
cizing the shareholders’ rights. The meeting of managers’ 
main functions are regulation and liaison. Under ordinary 
conditions, inside the group, the meeting of managers is 
responsible for regulating the economic exchanges or 
transactions of the member enterprises, demarcating the 
market, regulating market prices, implementing guidance 
plans, and performing social and liaison work well among 
the managers of the member companies. Outside the 
enterprise, the meeting of managers is responsible for 
Cultivating and maintaining a normal relationship with 
enterprise outside the group, with industrial and trade 
federations, and with relevant departments of the state. It 
is also responsible for the unified acceptance of the state’s 
agreements for placing orders, or the state’s mandatory 
plans, and for making decisions on whether or not to 
absorb or accept, and in what form to absorb or accept, 
new members. In addition, the meeting of managers is 
responsible for decisions on the appointment or dismissal 
of staff members and for solution of problems regarding 
important guidelines and policies. The post of the respon- 
sible person of the meeting of managers generally is taken 
up by the manager of the most powerful nucleus enterprise 
of the group, or its holder may be democratically elected. 
Managers’ meetings should establish a system of periodic 
meetings at which important matters of the group will be 
discussed. Naturally, the meeting of managers should 
absorb the participation of managers of member enter- 
prises of the cooperative layers so as to ensure the normal 
execution of various agreements and contracts and to bring 
about intimate and close cooperative relationships. 


The above-mentioned combination of the mother com- 
pany’s board of directors and the group’s meeting of 
managers may be called the leadership structure solely 
created by the joint-stock enterprise group. 


In the distribution relations of the joint-stock enterprise 
groups, the distribution method of the coexistence of 
taxes and profits is usually employed, that is, after 
payment of the taxes at the income tax rate fixed by the 
state for the joint-stock enterprises, the member enter- 
prises are given the profit distributions of profits after 
tax as decided by their legal person shareholders. 
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2. Mother company’s internal management—business 
department system of branch companies. 


The mother company being the nucleus enterprise, its 
good or bad performance directly affects the entire 
group. Hence, a study of the mother company’s internal 
management is of utmost importance. Here, the writer 
ventures to advocate a management structure—a busi- 
ness department system of branch companies. 


The business affairs department system is an internal 
management form featuring a high degree of division of 
power and commonly employed in large companies 
abroad. Under the precondition of harmonizing with the 
business objective of the mother company and its general 
plan, the responsible persons of the business affairs 
department usually have full power in administering the 
businesses of the department, including such functions 
as arranging for the production and operation plans of 
the subordinate plants, workshops and functional sec- 
tions and offices, within a definite scope promptly read- 
justing the varieties and production quantity of products 
in accordance with market needs, and so forth. The 
mother company endows the department with the same 
kind of power as that of a legal entity’s status and, hence, 
is called the “enterprise” of the enterprises. Concretely 
speaking, the department is the unification of three 
centers: |. Enterprise’s responsibility system. The vari- 
ous business affairs departments may independently 
take part in market competition, must maintain the 
continuous growth of the sales volume, and bears the 
business responsibility. Its enterprise responsibility is 
assessed according to objective standards such as profits, 
market status, and production efficiency and hence is 
rather clear. 2. Profits responsibility center. This implies 
that the department cannot merely go after its own 
interests. It must be responsible to the head office, do its 
best to obtain the maximum profits, and ensure the 
fulfillment of the profit targets required by the company. 
3. The power division center. The department is gener- 
ally looked upon as the “separate self’ of the manager, 
meaning that the company manager, so that the depart- 
ment head may take up and carry out the department's 
enterprise responsibility and profits responsibility in a 
better manner, endeavors wherever possible to grant 
various kinds of power to the department head. In 
respect of the internal management of the business 
affairs department, the head office keeps only two pow- 
ers, namely, power of appointing or dismissing the head 
of the department and power of managing the finances of 
the various business affairs departments. 


Inside the mother company of an enterprise group, 
certain branch organs may adopt the form of branch 
companies to be registered as nonlegal person enterprises 
and open banking accounts. The combination of the 
legal status of this type of branch companies and the 
system of business affairs departments will open up a 
new road for rationalizing the organization structure of 
large companies. 
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New Plan To Emphasize New Industrial Products 
—_—P Beijing CHINA DAILY in English 
tpl 


[By staff reporter] 


[Text] The Chinese Government is placing a high prior- 
ity on the development of new industrial products. 


A senior official from the State Planning Commission 
says the development of new products is one of the major 
ways of revitalizing and promoting China’s national 
economy. 


He said that despite remarkable progress in recent years, 
Chinese products in general still lag behind those of the 
industrialized world in terms of technological develop- 
ment. 


The commission has drawn up a national plan which is 
currently under discussion. The plan would introduce to 
enterprises throughout China the techniques needed to 
produce many new products developed at state level. 


This should speed up the transition from new scientific 
and technological achievements to practical application 
as commodities. 


Last year, 58,000 new products were developed and 
41,000 of them were put into production, he said. — 


“In the domestic market, most commodities now in 
demand are new products developed in recent years,” he 
explained. 


Zhang pointed out that the development of new products 
has brought the nation more income. In 1987, the 
national output value of new products totalled 72.4 
billion yuan, a 31 percent increase over the 1986 figure. 
These new products realized a sum of 10.3 billion yuan 
in interests and tax, a 33 percent increase over the 
previous year. 


The minister noted that these increases for new products 
are much higher than those of the total national indus- 
trial output. In some areas, he added, the output value of 
new products accounted for one-third of the total indus- 
trial income. 


The development of new products has also improved the 
level of industrial products in China. 


Industrial Output Value Growth Since 1978 
HKOS _ Beijing CEI Database in English 
5 Oct 


[Text] Beijing (CEI)—China’s daily industrial output value 
amounts to 3.78 billion yuan, 2.74 times increase over that 
of 1978, according to recently released statistics. 
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Sources of the Chinese National Statistics Bureau said 
that since 1979, the country’s industry has experienced 
steady growth. The energy industry has developed fast 
while raw materials made considerable progress. Light 
and textile industries have turned out numerous variet- 
ies of goods. The total output value of the national 
industry increased to 1,381.3 billion yuan in 1987 from 
423.7 billion yuan in 1978 with an average growth rate of 
11.8 percent each year. 


JINGJI RIBAO Views Nuclear Power 
HK0710105088 Beijing JINGJI RIBAO in Chinese 
21 Sep 88 p 2 


[Article by Ding Shi (0002 1102): “It Is Necessary To 
Develop Nuclear Power’’} 


[Text] In our country, the supply of electric power 
generated with coal has become more and more seriously 
strained, and the authorities concerned have unprece- 
dented “interest” in developing nuclear power. I found 
at the Qinshan Nuclear Power Station that the comrades 
there planned to develop their second, third, and even 
fourth-phase projects after completing the first-phase 
project. It is learned that Fujian, Jiangsu, Hainan, Liaon- 
ing, Guangdong, and Chongqing not only have interest 
in developing nuclear power, but have also taken some 
concrete steps. Experts expect that by the end of this 
century, it will be possible for our country to build 
nuclear power stations with a total generating capacity of 
10 million kilowatts. At present, the decisionmaking 
departments have reached agreement on some major 
issues concerning the development of nuclear power. 


In the world, the nuclear power industry has also begun 
to recover after being thwarted by the Three Mile Island 
accident in the United States in 1979 and the Chernoby! 
accident in the Soviet Union in 1986. In particular, the 
“hothouse effect” and abnormal weather conditions 
caused by the burning of too much fossil fuel have 
deepened people’s knowledge about the advantages of 
nuclear power generation. At present, 417 nuclear power 
stations are operating in 26 countries and regions in the 
world, with a total generating capacity of 300 million 
kilowatts, or 8 percent higher than that in 1986. The 
proportion of nuclear power in the annual total electric 
power production reached 69.8 percent in France, and 
24.7 percent in Japan. Some developing countries and 
regions have also quickened their pace in developing the 
nuclear power industry. 


The development of the nuclear power industry in our 
country has undergone a long and tortuous path. At 
present, we are building two nuclear power stations in 
Qinshan and Daya Bay. The facts at present and the 
predictions show that developing nuclear power will be a 
major way to ensure the increase in power supply for a 
long time in our country. 
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According to calculations, if the power industry 
increases its generating capacity from 100 million kilo- 
watts at present to 250 million kilowatts in the year 
2000, then an additional generating capacity of 12 mil- 
lion kilowatts will have to be built every year. Even if we 
succeed in greatly developing the hydraulic resources, we 
still have to increase coal power by 8.5 million kilowatts 
a year. This means that we will have to increase coal 
production by 25 million tons a year. This growth rate is 
much higher than the actual growth rate of the produc- 
tion in the major coal mines. At the same time, it is hard 
to imagine what serious problems may occur in our 
ecological environment if we produce and consume 1.4 
to 1.6 billion tons of coal a year. 


Obviously, the eastern areas which are facing the serious 
shortage of electric power must adopt a “diversification” 
policy, that is, to develop thermal, hydraulic, and 
nuclear power generation at the same time. In a certain 
period, priority should be given to the development of 
nuclear power which now remains rather weak. In this 
sense, it is a necessary and desirable step to place the 
plan for developing nuclear power projects in our work 
schedule so as to unleash a tide of nuclear power devel- 
opment. 


However, we still have to do a great deal of work in order 
to speed up the development of the nuclear power 
industry. First of all, we should further unify our think- 
ing on this issue. 


At present, apart from some enthusiasts about nuclear 
power generation, quite a few people in society, includ- 
ing many leading comrades, still do not understand or 
believe in nuclear power. Some even fear nuclear power. 
So, it is necessary to point out here: 


—Nuclear power is safe. There are essential differences 
between nuclear power and the atom bombs. A nuclear 
power station will not explode at all. The possible 
nuclear leakage accidents can be prevented and the 
danger can be reduced to the minimum by the building 
of various shields. Statistics show that since the first 
nuclear power station was put into operation in the 
Soviet Union in 1954, only two accidents have occurred 
in the world’s 4,210 reactor-years. Even in such a serious 
accident in Three Mile Island, no person and environ- 
mental element were obviously harmed. 


—Nuclear power is economical. The cost of nuclear 
power is 15 percent to 80 percent lower than coal power, 
and the cost of fuel accounts for only 25 percent of the 
total operation costs against over 60 percent in the power 
generation through consuming coal. The transportation 
cost of nuclear fuel is even much lower than that of coal. 
The per unit investment in nuclear power is higher than 
that in thermal power and hydraulic power, but the most 
important indicator of economization is the cost of fuel. 
Moreover, the social effects of nuclear power generation 
are better than other forms of power generation in terms 
of construction, transportation, and environmental 
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influence. The system of investment in the power indus- 
try is being reformed, and a variety of investment 
channels have been formed at the central and local levels 
to attract both domestic and foreign funds. This major 
advantage in its social effects should also be taken into 
account. 


—The fundamental way to develop the nuclear power 
industry is to rely on our own technology and equip- 
ment. Now, because we are short of foreign exchange, we 
cannot import complete plants and equipment to build 
nuclear power stations on a large scale. Instead, we must 
rely on our own technology and equipment which we 
develop by digesting the imported things. Our country 
began to study the utilization of nuclear energy and 
establish an integrated nuclear industry a long time ago, 
and we have laid a certain foundation for developing 
nuclear power. Now we should further organize and 
coordinate the relevant manufacturers to produce the 
key equipment in an orderly way and to improve the 
project designs, management, and technological services. 
At the same time, we should get rid of the idea of not 
asking for help if we plan to rely on our own efforts. If the 
import of some parts and equipment is worthy, then we 
should import them. This may save us from making 
great efforts to develop some insignificant parts. 


In addition, the formulation of concrete development 
plans is also 2 pressing task of the moment. The devel- 
opment of nuclear power is a complicated systems engi- 
neering project which combines the supply of materials, 
the processing of parts, transformation, and nuclear 
fuel’s circulation and regeneration, so we must work out 
a medium-term or long-term development plan and 
resolutely put it into practice. 


400-Biliion-Yuan Loss Because of Power Shortage 
HK0610152788 Beijing CE] Database 
in English 6 Oct 88 


[Text] Beijing (CEI)—China was short of 70 billion kwh 
las. year causing 25 percent of its production capacity 
laying idle and a loss of 400 billion yuan in industrial 
Output value, said Professor Li Bexi, executive director 
of the Research Center for the Economic, Technological 
and Social Development at a recent seminar on energy. 


The growth rate of China’s energy industry is lower than 
that of the industry as a whole. From 1981 to 1987, 
China’s average annual output growth rates of electric- 
ity, coal and crude oil were 7.9, 5.1 and 5.9 percent 
respectively, while that of its industry was 11 percent. 
During that period, the portion of power in the industry 
dropped from 3.8 percent to 3.1 percent which has made 
the shortage of power in China more acute than ever. 


Fuel for China’s power industry is mainly coal which 
accounts for about 78 percent of fuel consumption in 
thermal power stations. According to an expert of the 
State Planning Commission, coal consumed by China’s 
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power industry every year totals 200 to 300 million tons 
for consumption of three tons of coal per kilowatt 
Capacity of power generating units installed. 


China is rich in coal resources with a known reserve of 
840 billion tons. In the first eight months of this year, 
more than 600 million tons of coal were produced, but 
coal supply still falls behind demand. The gap will 
increase to around 100 million tons annually by 1990, 
according to an expert of the Ministry of Energy 
Resources. 


Furthermore, China has a serious transportation prob- 
lem. Because of its overburdened railway system, the 
problem of coal shipment to thermal power stations 
throughout the country has been getting worse. At 
present, coal makes up 40 percent of the total railway 
transportation volume. Stoppage of power plants caused 
by shortage of coal is not seldom in the country nowa- 
days. In the first eight months of this year, 40 percent of 
its state-owned thermal power plants in China’s biggest 
industrial province Jiangsu had to stop production 
because of the coal shortage. 


According to Shen Gencai, an engineer of the Ministry of 
Energy Resources, by the end of 1987, China’s installed 
power generating capacity totalled 100 million kW. To 
solve the problem of power shortage, China must install 
290 million kW by the year 2000, but in fact, only 240 
million kW can be installed by that time. So the problem 
of power shortage will remain. 


China has three ways to go to develop its power industry, 
either building thermal power stations, hydro-power 
stations or nuclear power stations. Its appliable water 
resources are 200 to 300 million kW and will be fully 
developed by 2030 to 2040, but by then, demand for 
electricity might increase to 100 to 150 million kW. 


China’s thermal power industry will have an additional 
generating capacity of 340 million kW by 2015 which 
will consume | to 1.2 billion tons of coal. After the year 
2015, 30 million kW of power capacity each year will 
have to be added to the industry. Volume of coal 
demands increase transportation by a big margin. 


Chinese energy experts hold that China may alleviate its 
power shortage by developing nuclear power. They say 
because of the low cost of transportation of nuclear fuel, 
it can use the money saved from transportation invest- 
ment to cover the high cost of construction of nuclear 
power plants. According to Zang Mingchang, an engineer 
of the Ministry of Energy Resources, China is making 
efforts to build nuclear power plants with a capacity of 
6-7 million kW by 2000. After 2000, China will put a 1.2 
million kW nuclear power station into operation each 
year, while developing fast-neutron reactor nuclear plant 
to process its breeder material. 
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It is expected that by the year 2050, China must have a 
thermal power generating capacity of more than | billion 
kW and nuclear power generating capacity of 500 mil- 
lion kW to meet its needs of economic and social 
development. 


Number of Television Sets Grows, Common 
OW06 10233388 Beijing XINHUA in English 


0744 GMT 6 Oct 88 


[Text] Beijing, October 6 (XINHUA)—There are now 
116 million television sets in China, 38 times the figure 
for a decade ago. 


On average, one in every 10 people has a television set, 
according to seminar being attended by radio and tele- 
vision department heads which is now being held in 
Beijing. 


The country’s 118 TV producing assembly lines have a 
combined annual production capacity of 15 million sets. 
But color TV sets arc in short supply especially in cities, 
the seminar was told. 


Most television relay stations are located in coastal 
regions and cities, meaning that only one-third of people 
in rural areas can pick up programs. 


According to a nationwide survey, 600 million people 
watch television. 


Major Coastal Ports Handle More Cargo, Ships 
OW0710100988 Beijing XINHUA in English 
1555 GMT 6 Oct 88 


[Text] Beijing, October 6 (XINHUA)—Major Chinese 
ports handled a total of 117.22 million tons of import- 
export cargoes in the first nine months of this year, 9.2 
percent more than during the same period of last year, an 
official of the Maritime Transportation Bureau of the 
Communications Ministry announced here today. 


During the period, he said, China’s 23 major coastal 
ports handled 11,368 foreign trade vessels, 691 ships 
more than the same period last year. 


Meanwhile, he said, the number of waiting ships outside 
such major coastal ports as Shanghai, Dalian, Qi: _dao 
and Tianjin is being reduced. 


The ports have faced a serious overload of vessels 
waiting for loading and unloading since June, he said, 
adding that efforts have been made to clear the way for 
ships entering and leaving the harbors. 


“Now vessels don’t have to wait for too long at these 
ports’’, the official announced. 


Inefficiency of Telecommunications Noted 
OW0S 10191588 ng XINHUA in English 
0705 GMT § Oct 


(Text) Being, October 5 (XINHUA)—About one-third of 
all bus and train travellers on official business could save 
themselves the trouble and conduct their business by 


Oe ee ae ee 
by the Ministry of Posts and Telecommunications. 


But this modern technology, which is quick, efficient and 


in transmitting messages, has been ignored in 
Chien, PEOPLE'S BAILY taported 


If more rather than travelled to do 


said it often takes three to fours hours 

Experts U of Grassland Pasture 
OW07 10013968 ing XINHUA in English 

1522 GMT 6 Oct 
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, for Arid Area Farming 
pA 31588 Beijing XINHUA in English 
1245 GMT 6 Oct 


[By XINHUA correspondent Wang Xiangkun] 


[Text] Xian, October 6—Facing worsening water short- 
ages and drought. the Chinese Government, scientists 
and farmers are paying increasingly great attention to a 
set of iques that can ensure stable yrelds in 
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Shaanx: Provincial Academy of Agro-Scrences. 
ining popularity in China, 1 1s being studied in 
and developing nations. according to 
at the academy. 


{ 


z3 


i 


and semi-dry areas cover 4.8 million sq km of 
and northern China, half of the country’s land- 
mass. There are 48 million ha (hectares) of 
there, 38 percent of the nation’s total. 


In view of this, the officials said. spreading dry cropping 
techniques in these area will boost China's grain out asa 
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has 
set up the center for male 


patients who suffer from sexual problem such as impo- 


tence and premature ejaculation 

he A KY td 
who specialize in the treatment of obstructions to sexual 
potency, and the $0-bed centre also employs 24 medical 
assistants, according to the director, Chen Kai 

The center treats about one hundred patients a day and 
has also trained more than 100 medical perionel who 
will run similar clinics and hospitals the 
country, Chen explained. 

“We not only help to restore the sexual of our 


The centre also offers consultation by correspondence on 
sexual problems between husbands and wives, and in 
less than a month has received more than a thousand 
letters from all parts of the country 

Chen also 


| 
a 


f 
! 


NATIONAL AFFAIRS 


oop Treatment and ny! Center Started 
OW05 10191188 Beijing XINHUA in English 
1438 GMT 5 Oct 


capped 
southwest China city began construction of the country’s 
first “Cheshire Home for the Handicapped.” 


Province’s capital occupies 0.4 hectares, with a building 
space of 2,1 


When the first ho ppt, -i. 
February, it will be capable of receiving 40 seriously 
handicapped patients. 


The home's architectural design is based on a special 
minority nationalty style, — °* Guo Zhiq 
director of the Yunnan association 


Located in the middle of the Yunnan-Quizhou Plateau, 
Kunming is famous for its pleasant weather 
yy SD Ay. 5 yh 
degrees centigrade an place treatment 
and recovery of the handicapped. 


After an inspection of Kunming in early April by repre- 
sentatives of the Cheshire Foundation, its directors 
— to donate 250,000 pounds sterling to set up the 


the world since 1948. 


To set up such a treatment facility in China has long 
been the hope of the *s founder, Group 
Captain Cheshire, whose have played a world- 
wide role in promoting the cause of the handicapped. 


FBIS-CHI-88-195 
7 October 1988 


East Region 


Sreaghel Industrial Production Increases 
OW0710001988 Beijing XINHUA in English 
1255 GMT 6 Oct 


allie Industrial Production Up"—XINHUA 
ne 


_ i, October 6 (XINHUA i pro- 

d 78 billion yuan worth of goods in the first nine 

months of this year, up eight percent from the same 1987 

~—, the municipal statistics bureau announced here 
y. 


Goods furnishing one-seventh of the city’s industrial 
Output value was for export. 


During that period, an increase of over ten percent was 
registered in production of readily marketable goods, 
such as refrigerators, cars, cameras, pianos, portable 
typewriters, tooth pastes, matches, toilet soap, and plas- 
tics products. 


Meanwhile, output of cement rose 16 percent, and that 
of plate glass soared 140 percent. 


Central-South Region 


Soepeeenn SA Stresses Economic Rectification 
HK07100. Guangzhou Guangdong Provincial 
Service in Mandarin 1000 GMT 6 Oct 88 


[Text] An enlarged meeting of the party committee of 
Guangzhou Military Region was convened in Guangz- 
hou today. The meeting relayed and studied the spirit of 
the 3d Plenary Session of the 13th CPC Central Com- 
mittee and the central work conference and studied 
measures for implementing this spirit in the PLA units. 


The participants held that the guiding principle of 
improving the economic environment, rectifying the 
economic order, and comprehensively deepening the 
reforms, with the policy measures, are correct 
and safe. said: We must correctly understand the 
current situation, fully affirm the tremendous achieve- 
ments of the 10 years of reforms, view the current 
problems and difficulties in a truth-seeking way, and 
boost confidence in reforms. We must fully understand 
the importance and necessity of shifting the focus in 
reform and construction in the next 2 years to improving 
the economic environment and rectifying the economic 
order, and have a clear idea of the principles and 
measures adopted by the central authorities in this 
respect. 


In order to ensure in organization and system that the 
co 3d Plenary Session of the 13th CPC Central 

ittee and the central work conference will be 
implemented in the PLA units, this meeting will discuss 
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and revise a resolution on implementing in the PLA 
units the central authorities’ policy decision on improv- 
ing the economic environment and rectifying the eco- 
nomic order. 


Hunan Leader Reviews Current Reform Situation 
HK0710024788 Changsha Hunan Provincial Service 
in Mandarin 2300 GMT 6 Oct 88 


Excerpts} Vice Governor Zhuo Kangning said at the 
rst report meeting on the situation held by the provin- 
cial organizations on 6 October: The 10 years since the 
3d Plenary Session of the 1 1th CPC Central Committee 
have been 10 years of great development and advance in 
ae. The difficulties facing us now are difficulties in 
orm. 


This report meeting on the situation was held by the 
provincial organizations in accordance with the arrange- 
ments of the central authorities and the provincial party 
committee in conjunction with studying the documents of 
the 3d Plenary Session of the 13th Central Commit- 
tee. Shen Ruiping, member of the Standing Committee of 
the provincial party committee and secretary general of the 
committee, presided. [passage omitted] 


Zhuo Kangning said that the province has won victory in 
the recent struggle against in the Dongting Hu 
area. The main outer embankments, several thousand 
kilometers long, around the lake did not collapse, and 
only | out of 12,000 reservoirs was destroyed. 


On the situation in the province over the past 10 years of 
reform, Zhuo Kangning said: Last year the province's 
grain output showed an increase of 10 billion jin over 
1978, while the number of pigs rose by 20 million, and 
industrial output value was up by 160 percent. There 
have been big improvements in people’s living stan- 
dards. The general situation this year is also good. 
Although many places suffered spring and summer 
drought and autumn floods, 70 percent of localities 
increased output or maintained it at last year’s level. The 
situation in industry and communications and on other 
fronts is also relatively good. 


Zhuo Kangning said that while discussing the achieve- 
ments, it is also necessary to discuss the problems in a 
truth-seeking way. Hunan faces a number of problems 
and difficulties in prices, natural disasters, and honest 
government. He called on the cadres and party members 
of the provincial organs to withstand three big tests: |) 
the test of price and wage reforms; 2) the test of natural 
disasters; 3) the test of maintaining honest government. 


When the report meeting concluded, (Xia Zhanzhong), 
member of the Standing Committee of the provincial 
party committee and director of the propaganda depart- 
ment, gave some views on studying the documents of the 
3d Plenary Session of the 13th CPC Central Committee 
and conducting education in the situation. [passage 
omitted] 
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Southwest Region 


Work of Procuratorates in Tibet Reviewed 
HK071003 1088 Lhasa Tibet Regional Service 
in Mandarin 1130 GMT 6 Oct 88 


Text] Sengqen Lozong Gyaincain, vice chairman of the 

egional People’s Congress Standing Committee; as well 
as (Jimnian Doje) and (Pang Wanjing), officials respon- 
sible for the Supervision Work Committee of the Legal 
Work Commission under the Regional People’s Con- 
= Standing Committee; visited the Regional People’s 

rocuratorate on the morning of 6 September. Deputy 
Chief Procurator (Zhong Xianguan) gave the visitors a 
briefing on this year’s work of the Regional People’s 
Procuratorate and unsolved problems. 


Speaking on the occasion, Vice Chairman Senggen 
Lozong Gyaincain pointed out: This year the Regional 
People’s Procuratorate and procuratorial organs at dif- 
ferent levels have spared no effort to implement direc- 
tives issued by the Party Central Committee and the 
Regional Party Committee. In accordance with legal 
procedures, they have made contributions in opposing 
splittism, defending the national unity, striking ruthless 
blows at economic and other crimes, and strengthening 
supervision by means of law. The Regional People’s 
Congress Standing Committee, he noted, was pleased 
with their work, which was also affirmed by the people of 
all nationalities in the region. 


Sengqen Lozong Gyaincain also pointed out: The situa- 
tion in Tibet is very complicated. Especially in recent 
years, the struggle between splittism and antisplittism 
has become more acute and complex. This determines 
the complex nature of work of people’s procuratorates 
and also shows its glorious nature. He hoped that the 
Regional People’s Procuratorate and procuratorial 
organs at all levels will always bear in mind the principle 
of serving the people wholeheartedly and protecting the 
people, that it undertake historical duties and promote 
stability and nationality solidarity so as to make greater 
contributions to the region’s economic construction. 


Senggen Lozong Gyaincain continued: The relationship 
between the Regional People’s Congress and the People’s 
Procuratorate is the one of supervising and being super- 
vised. The nature of our work is different but our 
objective is the same. We all must be responsible for 
both the Regional People’s Congress and the people of 
the whole region. For this reason, from now on staff 
members of the Regional People’s Congress Standing 
Committee must often go down to all government offices 
so as to promote close relations and understanding, to 
strengthen the supervisory role of the Regional People’s 
Congress Standing Committee and the relevant legal 
work departments, and step up the building of democ- 
racy and legalization. 
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Senggen Lozong Gyaincain also called on party and 
government departments at all levels and the broad 
masses of the people to support work of people’s procu- 
ratorates and strengthen the building of procuratorial 
Organs so that legalization in our region will be able meet 
the needs of the new situation. 


North Region 


Shanxi Bank of China Calls for Curtailing Loans 
HK06 10033488 Taiyuan Shanxi Provincial Service 
in Mandarin 2300 GMT 5 Oct 88 


[Text] In accordance with the directive on controlling 
the money supply, curtailing the scope of credit opera- 
tions, and stabilizing the money market, which was 
issued recently by the State Council, the People’s Bank of 
China, and the head office of the Bank of China, the 
branch of the Bank of China in Taiyuan called on all its 
branches in the province to take the interests of the 
whole into account, strictly observe discipline and reso- 
lutely curtail the scope of credit operations in an effort to 
improve the economic environment, rectify the eco- 
nomic order and control inflation. They were called on 
to squeeze credit during the remainder of the year to the 
limit of the planning targets set by the head office, and to 
recall 25 percent off the excess loans in October, 45 
percent in November and 20 percent in December. 


Branches of the Bank of China in the province were also 
required to adopt the following measures: |) Efforts must 
be made to tap the potential of recalling loans by setting 
targets, fixing responsibility and adopting effective mea- 
sures so as to ensure fulfillment of the task of recalling 
loans. 2) An analysis of borrowers must be made so as to 
control the size of loans. Turnover of funds must be 
calculated in accordance with plans for recalling loans 
from import and export companies. Extending credit to 
import and export companies must be strictly controlled. 
Loans granted to unlicensed companies, official specu- 
lators and individual profiteers should be immediately 
recalled and no further credit should be made to them. 3) 
Full scope must be given to the lever role of interest rate. 
A 20 percent higher interest ratc must be charged on 
overdue loans, a 30 percent higher interest rate on loans 
used for arrears of stock, and a 50 percent higher interest 
rate on loans [words indistinct]. Except reasonable use of 
loans by import and export companies, a floating rate of 
interest will be charged on all other loans but it should 
not be over 30 percent. 4) Efforts must be made to help 
enterprises improve their operation and management 
and promote their turnover of funds. 


Northeast Region 


Introduces ‘One Institute, Two Systems’ 
OW06 10223088 Beijing XINHUA in English 
0748 GMT 6 Oct 88 


[Text] Beijing, October 6 (XINHUA)—Research insti- 
tutes in Shenyang, capital of Liaoning Province, will be 
allowed to run their own businesses, according to a 
report in today’s “GUANGMING DAILY”. 
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Under the new policy, dubbed “one institute, two 
systems”, the city’s research institutes, colleges and 
universities will be able to open new branches and 
enterprises with the authority to hire foreign manage- 
ment and technical personnel, the report said. 


Profits made over the first three years will be retained by 
the institutes to fund their own development. 


They will also be empowered to run non-profitable 
institutes abroad with a total investment of less than one 
million U.S. dollars, it said. 


The report said the new policy, to combine 
business with science, will allow the institutes to hire and 
fire staff members, set up their own wages and bonus 
system, and business trips abroad. 


Preferential treatment concerning promotion and job 
transfer will be given to those people who have made 
“outstanding contributions to the export-oriented econ- 
omy,” the report added. 


Northwest Region 
Gansu Party Committee Meeting Opens 
HK0710005788 Lanzhou Gansu Provincial Service 
in Mandarin 0000 GMT 7 Oct 88 


[Text] An enlarged meeting of the provincial party 
committee's Standing Committee opened in Lanzhou on 
6 October. Provincial Party Committee Secretary Li 
Ziqi, Deputy Secretary and Governor Jia Zhijie, and 
Deputy Secretary Lu Kejian relayed the spirit of the 
central work conference and the 3d Plenary Session of 
the 13th CPC Central Committee. In conjunction with 
Gansu realities, the meeting will study and discuss 
measures for implementing the spirit of the central 
conferences. The meeting is expected to last 3 days. 


The meeting is being attended by members of the pro- 
vincial party committee Standing Committee; the chair- 
man, vice chairmen, and members of the provincial 
advisory commission; the chairman of the Provincial 
People’s Congress Standing Committee, those Standing 
Committee members who are in Lanzhou, and members 
of ther committee’s various commissions; vice gover- 
nors; the chairman and party-member vice chairmen of 
the provincial CPPCC, and party-member chairmen of 
its various commissions; the secretary and deputy secre- 
taries of the provincial discipline inspection commms- 
sion; responsible persons of the provincial party commit- 
tee and government organs; secretaries, commissioners, 
and mayors of prefectures and cities; and a number of 
veteran comrades. 
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Leader Stresses Economic 
HK0710014388 Xining Qinghai Provincial Service 
in Mandarin 2300 GMT 6 Oct 88 


[Text] Provincial Party Committee Secretary Yin 
Kesheng proposed at the provincial party committee 
Standing Committee meeting, which concluded on 6 
October: We must apply the spirit of the central work 
conference and the 3d Plenary Session of the 13th CPC 
Central Committee to unify thinking at all levels in the 
province, get a good grasp of improving the economic 
environment and rectifying the economic order, and 
mobilize all fronts in the province to fulfill this year’s 
tasks and prepare for next year’s production. 


Yin Kesheng said: We must apply the spirit of the two 
central conferences to unify people’s thinking, to ensure 
that everyone will be able to spontaneously maintain 
unity with the CPC Central Committee, carry out orders, 
and observe prohibitions. We must fully understand the 
urgency of improving the economic environment and 
rectifying the economic order and shift our work focus to 
improvement and rectification. We must have firm 
confidence in reform and uphold the general orientation 
of reforms. Through improvement and rectification, we 
should create excellent conditions for all-around deep- 
ening of reforms. We should hand over the situation, the 
tasks, the goals, the difficulties, and the measures to 
everyone inside and outside the party, and clearly 
explain the central authorities’ demand that price rises 
next year should be markedly lower than this year, so as 
to calm people’s minds. 


Yin Kesheng said: We must resolutely and seriously 
tackle improvement and rectification work in accor- 
dance with the spirit of the two central conferences and 
the recent relevant State Council circulars. The provin- 
cial government must make specific arrangements for 
this work and the departments concerned must properly 
shoulder their responsibilities. We must take proper 
measures to deal with the problems of the major inspec- 
tion of prices, finances, and taxation; of taking stock of 
and straightening out companies; of cutting institutional 
purchases and preventing a rush to pay out cash at 
yearend and to make indiscriminate payments in cash or 
goods in kind or bonuses; of taking _— of large 
non-productive buildings and projects u 

tion; and of ensuring supplies for daily life, mak sy good 
arrangements for the daily markets, and preventing 
another surge of panic buying. We must achieve tangible 
results in dealing with these problems. 


Yin Kesheng said: We must mobilize all fronts through- 
out the province to fulfill this year’s production tasks 
and prepare for next year’s production. We must fulfill 
the procurement of agricultural and animal products and 
do a good job in taking precautions against and fighting 
natural disasters and protecting livestock. 
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We must strengthen media propaganda work to create an 
excellent climate of public opinion. At present the pro- 
paganda departments and journalism units should 
regard publicizing the spirit of the two central confer- 
ences as their core task. They must publicize the tremen- 
dous achievements during the 10 years of reforms and 
the excellent situation in economic construction, to 
stre people’s confidence in overcoming difficul- 
ties. must publicize the importance and urgency of 
improving the economic environment and rectifying the 
economic order, to enable people to understand and 
support the measures taken by the CPC Central Com- 
mittee and State Council. They must publicize the cor- 
rect leadership of the CPC Central Committee and State 
Council and uphold the party’s authority. They must 
publicize the fact that partial interests must be subordi- 
nate to those of the whole and advocate bearing the 
overall situation in mind. They must publicize law and 
discipline to strengthen people’s concept of the law and 
awareness of observing discipline and law. 


Yin Kesheng said: We must build democratic politics, 
make our work more visible, and strengthen media 
supervision. However, media supervision must seek 
truth from facts. It is necessary to distinguish between 
the main and the side currents. Rumormongers will do 
what they like and desire to see the whole world in chaos 
if we take a laissez-faire attitude toward them. We firmly 
believe that rumormongers, disrupters, and saboteurs 
will not succeed in attempting to reverse right and wrong 
and create chaos. 


Yin Kesheng stressed in conclusion that it is essential to 
strengthen party leadership. He expressed the hope that 
the party organizations at all levels and the whole body of 
party members will fully play their role and do their work 
with still greater energy and vigor. They must undergo 
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steeling and testing in the practice of improving the 
economic environment and rectifying the economic order, 
constrain themselves with party discipline, closely unite 
under the banner of the CPC Central Committee, and 
work in concert to advance reforms and construction. 


Shaanxi Capital Probes Economic Criminal Cases 
HK0710054988 Xian Shaanxi Provincial Service 
in Mandarin 0030 GMT 7 Oct 88 


[Excerpts] The Xian City Industry and Commerce 
Bureau has been investigating and dealing with all kinds 
of violations of regulations and law and cases of specu- 
lations in an effort to rectify the economic order. 


From January to September of this year, industry and 
commerce departments of Xian City investigated and 
dealt with 914 economic criminal cases and confiscated 
a total of 3.09 million yuan in illegal money. This year 
problems of violating laws and regulations and conduct- 
ing speculations involving state-run collective enter- 
prises in Xian City have become relatively serious. 
Ninety economic criminal cases involving a sum of over 
1,000 yuan each have been dealt with. Meanwhile, 
problems of reselling major means of production as well 
as cars, chemical fertilizer, color television sets, and 
refrigerators by some state-run collective enterprises are 
also serious. Three cases of reselling rolled steel at a high 
price this year by state-run enterprises were discovered. 


[passage omitted] 


Meanwhile, industry and commerce departments of 
Xian City have transferred more than 50 cadres into four 
groups to particularly investigate enterprises which 
engage in illegal business and transactions of major 
means of production and sought-after commodities. 
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Visits From Mainlanders ‘Indefinitely’ Postponed 
pce Tokyo KYODO in English 0953 GMT 
7 Oct 88 


[Text] Hong Kong, Oct 7 KYODO—The Taiwanese 
Government decided on Thursday to postpone indefi- 
nitely the opening of door to visitors from China, Tai- 
wanese newspapers reported Friday. 


Taiwanese authorities had planned to aliow from October 
11 visits from China on a limited basis, namely, for the 
purpose of attending funerals or visiting sick relatives. 


The reason for the postponement was not immediately 
known. 


However, an opposition-affiliated daily quoted national 
security officials Friday as saying that lifting the ban on 
visits from China was “undesirable from the perspective 
of national security.” 


The decision to allow visits from China for attending 
funerals or visiting sick kin was made by the ruling 
Nationalist Party in July. 


Cabinet Approves New Tariff Regulations 
OW07 10045388 Taipei CNA in English 0256 GMT 
7 Oct 88 


[Text] Taipei, Oct 7 (CNA)}—The cabinet Thursday 
approved the draft amendment to the import tariff 
regulations which would significantly modify the classi- 
fication of such import goods as textile products, textiles, 
pearls, precious stones, and valuable metals. 


A statement issued after Thursday's cabinet meeting said 
that the amendments were designed to encourage domes- 
tic commercial and industrial development and to bring 
local regulations into conformity with international 
trade practices. 


The draft, prepared by the Finance Ministry, will be 
submitted to the Legislative Yuan for passage. 


The cabinet stressed that the amended import tariff regu- 
lations, without changing any current tariff and import 
duty practices, are expected to help upgrade economic and 
financial policy-making, enhance the efficiency of foreign 
trade negotiations, facilitate international transports, and 
simplify import and export procedures. 


Ministries Agree To Lift Machine Import Duties 
OW0610193388 Taipei CNA in English 1530 GMT 
6 Oct 88 


[Text] Taipei, Oct 6 (CNA)}— Both the Finance and 
Economic Affairs Ministries have agreed in principle to 
temporarily lower import duties on machinery, it was 
reported Thursday. 


Economics Minister Chen Li-an said that in order to 
encourage local manufacturers to replace outdated 
machinery, the Ministry of Economic Affairs [MOEA] 
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had suggested that the Finance Ministry lower the 
import duties on machinery and the Finance Ministry 
has agreed in principle with the MOEA proposal. 


The new measures, to cover some 300 items, will be 
submitted to the Executive Yuan for approval. 


Regional Economic Paper Cited on Per Capita GNP 
—— Taipei CNA in English 1004 GMT 
6 Oct 88 


[Text] Hong Kong, Oct 6 (CNA)—Export-led economic 
expansion in the Republic of China and a number of 
Asian countries is being supplemented by domestic 
demand, the ASIAN WALL STREET JOURNAL 
reported today. 


According to the newspaper, the cash registers are ring- 
ing around the Asia-Pacific region with people in those 
countries enjoying buying spree. 


In analysing the buying binge in the Republic of China, 
the newspaper pointed out that the country’s surging 
prosperity can be seen close-up by riding in Taipei traffic 
where 7,000 new cars a month are joining the congestion. 


It noted that tourists by the thousands from ROC are 
winging out on shopping to Hong Kong with the restric- 
tions on travel abroad relaxed last year. 


ROC has become rich very quickly but it is still possible 
for the people to rent a decent aprartment for U.S. dirs 
300 a month and eat a healthy meal at a noodle shop for 
U.S. dirs 3, the report indicated. 


Inflation will be 1 percent this year and next though 
economists outside the government predict a 3 percent to 
percent rise in 1989, the report said. [sentence as received] 


The official per capita gross national product (GNP) 
figure for 1988 is expected to be just about U.S. 6,000, 
but some economists in the country estimate the real 
figure is at least U.S. dirs 2,000 above that, meaning the 
per capita GNP should be U.S. dirs 8,000, the report 
further said. 


Solomon Islands Minister Arrives for Visit 6 Oct 
OW0610191488 Taipei CNA in English 1500 GMT 
6 Oct 88 


[Text] Taipei, Oct 6 (CNA)—Deputy Prime Minister and 
Foreign Minister Peter Kenilores of the Solomon Islands, 
accompanied by Patteson Oti, director of the Department 
of European and American Affairs, arrived in Taipei 
Thursday afternoon to visit the Republic of China and to 
attend the Double Ten National Day festivities. 


While here, the Solomon Islands visitors will also call on 
ranking ROC Government officials to exchange opin- 
ions on matters of mutual concerns. 


Vice Premier Shih Chi-yang, Foreign Minister Lien 
Chan and Vice Foreign Minister Stephen F. Wang 
greeted the visitors upon their arrival at Chiang Kai-shek 
International Airport. 


They are scheduled to depart Oct 10. 
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